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now made against utility man- 

agement is that an excess of cau- 
tion has prevented a needed and per- 
fectly practicable reduction in the 
price of electricity in the household. 
The development of the potential mar- 
ket, both urban and rural, is said to 
await rate reductions, not of a few 
per cent, but of such drastic dimen- 
sions that a far greater average use of 
current will be enjoyed, and by many 
more persons than at present. Such 
a development, it is urged, would not 
only raise the standard of living and 
be socially desirable, but would prove 
a stimulus to business recovery. 


Prow the most serious charge 


To the charge that such reductions 
would prove entirely too costly for the 
industry to bear the countercharge is 
entered that lower prices would pro- 
duce not less, but more revenues, and 
at little additional cost. The criticism, 
then, does not necessarily contend 
that rates are excessive in a profiteer- 
ing sense, but only that revenues and 
costs may be brought into a fair bal- 
ance at a lower level of rates than now 
generally prevails. 

It must be confessed that the critics 
of managerial foresight in these mat- 
ters have more than imaginative fig- 
ments on which to rest their case. In 
1932 the United States as a whole 
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consumed 600 kilowatt hours per 
domestic customer of private electric 
establishments, at an average cost of 
5.6 cents. In contrast the states of 
Washington, Idaho, and Oregon used 
1,214, 1,124, and 978 kilowatt hours 
at average costs of 2.8 cents, 3.6 cents, 
and 3.3 cents per kilowatt hour, re- 
spectively. New Hampshire, Ver- 
mont and Rhode Island, on the other 
hand, purchased but 452 and 469 kilo- 
watt hours per domestic customer at 
cost of 7.3 cents and 7.1 cents. In 1933 
in the cities of Seattle and Tacoma, 
low average costs of 2.8 cents and 1.8 
cents were associated with an average 
per customer use of 1,097 and 1,209 
kilowatt hours. The average domes- 
tic customer in the Canadian cities of 
Niagara Falls, Ottawa, Winnipeg, 
and Fort William was reported to 
have used from somewhat more than 
2,700 to about 5,200 kilowatt hours 
per year at an average price in each 
case of a very few mills below or 
above one cent per kilowatt hour.* 


Bee data certainly do not prove 
that lower rates caused increased 
consumption ; in fact they prove noth- 
ing. Logically, the explanation might 
be that lower rates increased sales, 
that a greater demand in certain areas 
created lower average costs of service 
which were reflected in a lower aver- 
age price paid by the customer, or that 
both of these explanations were in 
part true. 

However, the data are so striking 
as to raise seriously the question 
whether lower rates may not often 

1The data for states are taken from the 
Bureau of the Census, Central Electric Light 
and Power Stations, 1932, pp. 66 and 67. e 
data for cities are from C. F. Lambert, Re- 


sults of Municipal Lighting Plants, 1934. 
Burns and McDonnell Engineering Co. 


produce revenues nearly as high, or 
even higher, than would otherwise be 
obtained. 

If materially lower rates can be se- 
cured without sacrifice of revenues, 
then both utility executives and regu- 
latory commissions should lose no 
time in ascertaining that fact and 
profiting from it. More than any- 
thing else, really drastic reductions in 
residential rates would render impo- 
tent the movement toward public 
ownership and negate the threats of 
public competition and “hard boiled” 
regulatory tactics. Better still, if the 
critics are right, the “sacrifice” would 
cost little or nothing and might even 
yield a profit!’ Likewise commissions 
would be materially assisted in rate 
making if the revenue-producing abil- 
ity of proposed rates could be estimat- 
ed with even approximate accuracy. 
It is usually assumed that the lower 
rates will reduve revenues, whereas 
the opposite may sometimes be the ac- 
tual result. 


B” are the critics right? Will con- 
sumption increase proportionate- 
ly with a decrease in rates? No one 
really knows and in current discussion 
there is much confusion of thought. 
Cause and effect are elusive phenome- 
na, and there are many cases of mis- 
taken identity. Rates may fall and 
sales rise but there may or may not 
be any causal relation between the two 
happenings. In considering this sub- 
ject it is well to remember that “con- 
comitance is not causation, nor is 
coincidence connection.” 

This discussion will endeavor to set 
forth the more important factors that 
may be the real causes of changes in 
residental consumption of electricity, 
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and to suggest certain of the problems 
confronted in determining such causal 
relationships as may exist between 
electric rates and the volume of con- 
sumption. 

Economists have a term which is 
extremely useful in the study of the 
causes and effects of price changes. 
“Elasticity of demand,” or sensitive- 
ness of sales volume to changes in 
price, is sharply distinguished from 
changes or shifts in the demand itself 
which occur regardless of fluctuation 
in price. An increase in sales entire- 
ly caused by a reduction in price is 
not an increase in demand in any 
realistic sense; it simply discloses, or 
brings into play, an additional por- 
tion of the existing demand. 


I’ we could know the sales response 
at all possible prices, we would 
then have a full picture of the demand. 
Such a demand, as revealed even in 
part, may prove itself to be either 
elastic or inelastic. To illustrate, the 
demand for electricity for lighting 
purposes is probably quite inelastic, 
that is, shifts in price would not bring 
about proportionate changes in con- 
sumption. However, the lighting de- 
mand is changeable, shifting with the 
hours of the day, the seasons, and 
through the years. Changes of this 
sort occur regardless of changes in 
price, and for quite different reasons. 
The demand for electricity for house- 
hold appliances, on the other hand, is 
certainly far more elastic, or sensitive 


to price, than the lighting demand, and 
in some instances may be highly elas- 
tic. 

If the residental demand for elec- 
tricity is truly elastic, then, reductions 
in rates will cause a sufficient increase 
in kilowatt-hour sales to yield greater 
revenues than before. If the demand 
is inelastic, such a reduction, while it 
would doubtless increase consumption 
somewhat, would not do so sufficient- 
ly to prevent a decline in operating 
revenues. Obviously, there are de- 
grees of elasticity and inelasticity. 

The difficulty in judging the effect 
of lower rates arises from the fact 
that almost invariably changes or 
shifts in the demand take place at the 
same time that the rates are being re- 
duced. An appliance sales campaign, 
sponsored by the Federal Electric 
Home and Farm Authority, increased 
popularity of electric appliances or 
changes in their cost. Changes in 
general business conditions and other 
factors intervene and often make it: 
impossible to judge the effect of the 
rate change itself, in other words, to 
measure the degree of demand elastic- 
ity. When such divergent causes are 
operating concurrently, diverse inter- 
ests assign weight to the several 
causes in accordance with their several 
biases, or simply by “hunch.” 


Ws it is undoubtedly true that 
lower rates do encourage greater 
use, it is nevertheless clear that both 
sides of the utility controversy have 


e 


courage greater use, it is nevertheless clear that both sides 


q “WHILE it is undoubtedly true that lower rates do en- 


of the utility controversy have been guilty of faulty analysis 
in discussing the extent to which this is true.” 
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been guilty of faulty analysis in dis- 
cussing the extent to which this is 
true. In their anxiety to demonstrate 
that lower rates will tremendously 
stimulate consumption TVA officials 
often neglect reference to the “other 
factors’ such as improved economic 
conditions, appliance sales campaigns, 
and even seasonal changes, which may 
have operated in Alcorn county, Tupe- 
lo, etc., concurrently with the estab- 
lishment of a lower level of rates. 
Similarly, utility officials opposing 
rate reductions too often choose to 
close their eyes to the considerable de- 
gree of elasticity that unquestionably 
exists in their markets. 

Aside from rate cases, lowered 
rates seem often to be regarded simply 
as a sop to public relations rather 
than as a problem in successful mer- 
chandising. Perhaps there has not 
been a sufficient incentive for the de- 
velopment of an experimental atti- 
tude. Whatever the reason, it has 
been too readily assumed by manage- 
ment that cost of production and reve- 
nues cannot be satisfactorily balanced 
at a level of rates lower than the one 
prevailing. As was pointed out ear- 
lier, rates may be “fair” in the ortho- 
dox regulatory sense, and still be un- 
necessarily high. 


influences 


Ape, of the 
which affect residential electric 
consumption must call attention to a 


number of distinct factors. Such in- 
fluences produce changes in the de- 
mand which, as has been said, are 
quite different in character from the 
adjustments in sales volume which re- 
sult, not from changes in the demand 
itself, but solely from adjustments in 
price. 


First, and most important during 
the immediate future, is general eco- 
nomic conditions. The still depressed 
state of the national income, of em- 
ployment, and of people’s confidence 
in their economic future, necessarily 
retards purchasing of all kinds of 
goods and services including electric- 
ity. 

It is true, however, that the sale 
of electric refrigerators was 63 per 
cent greater in 1934 than in 1929, 
while the volume of domestic electric 
consumption was 31 per cent higher 
than five years before,* despite the de- 
pression. 

This remarkable resistance to the 
destructive forces of the period does 
not disprove the importance of the 
cyclical factor of business conditions 
referred to above. It merely testifies 
to the coincidental operation of other 
forces at least equally powerful. 


S Bis most significant of these “oth- 
er forces” is unquestionably the 
long run, or secular, tendency of the 
residential demand for electricity to 
rise. This tendency is not dependent 
upon reduced rates (although lower 
rates do of course make the advance 
in sales more rapid than it otherwise 
would be), but is based upon such fac- 
tors as: 


1. The increased usefulness of elec- 
tricity in the household due to new 
and improved appliances ; 

2. The growth of population ; 

3. The increasing habituation of 
the people to the use of electricity; 

4. The long run rise in the purchas- 
ing power and standard of living of 
the population. 
®See data presented in The Electric Light 


and Power Industry, in 1934, by the Edison 
Electric Institute, New York, 1935. 
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Effect of Specific Rates on Customers’ Use of Service 


iw is may be possible to estimate, as for example the New York 
Power Authority has attempted to do, the cost of supplying 
an average consumption of 600, 1,200, or any other number of 


kilowatt hours. 


But how much more helpful it would be to be 


able also to estimate with at least fair accuracy the amount of 
consumption that may reasonably be expected to result from rates 
reflecting such costs.” 





Among these influences the most 
significant has been the development 
of household appliances such as re- 
frigeration and the numerous spe- 
cial gadgets which mean so much 
to the present-day housewife. The 
major appliances now occasion sub- 
stantially more than half of the to- 
tal domestic consumption of electric- 
ity.* 

Here two points must be distin- 
guished. One is the invention and 
technical improvement of appliances ; 
a second is the reduction in their cost. 
The demand for electricity for refrig- 
eration purposes obviously will be 
much greater if the price of refrigera- 
tors is reduced. In fact this element 
in the case of comparatively costly 

8 According to the Edison Electric Institute, 
The Electric Light and Power Industry in 
1934, total domestic consumption amounted to 
12,797,600,000 kilowatt hours. Of this major 
appliances consumed 7,512,000,000 and small 


appliances and lighting used only 5,285,600,000 
kilowatt hours. 


appliances has probably more effect 
upon the consumer than is really justi- 
fied. The initial outlay or price seems 
so large relative to the cost of the elec- 
tricity itself. The latter comes in a 
small monthly bill, the former, even 
though purchased on the instalment 
plan, appears a large sum in contrast, 
even though if prorated over the use- 
ful life of the appliance the monthly 
cost in terms of depreciation and in- 
terest is very small. 


Se long run increase in residen- 
tial demand has also been impor- 
tantly influenced by the increasing 
habituation of the population to the 


use of electricity. In part this is 
based upon the imitative ego of most 
persons; it is a phase of keeping up 
with the Joneses. In part it is due to 
the cumulative effect of habit and cus- 
tom. And finally, it rests upon an in- 
creasing realization of the truly re- 
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markable usefulness of electric service 
in making living easier and more 
pleasant. 

Advertising, of course, does much 
to foster demand creation by capitaliz- 
ing certain of the forces upon which 
the long run increase of demand is 
based. The function of advertising is 
to accelerate the operation of forces 
which otherwise would act more slow- 
ly. It is strange that the electric and 
gas utilities have not as industries 
made more use of the customary ad- 
vertising channels in fostering de- 
mand creation. 

As stated earlier, these forces, 
cyclical changes in business condi- 
tions, and the long run tendency for 
electric consumption to increase, tend 
to obscure the effects of lower rates, 
and consequently make it more diffi- 
cult to measure the elasticity of de- 
mand. Before commenting upon cer- 
tain methods that may be employed in 
isolating the effects of rate reductions 
per se, a word is in order concerning 
the effect of two different kinds of 
rate changes. 


is usually assumed that the great- 
est increase in sales will be secured 
by rate reductions of the so-called 
“promotional’’ type rather than by a 
flat percentage reduction in each rate 
block. This idea at first glance seems 
perfectly sensible. If an electric com- 
pany is to reap full benefit from the 
elasticity of its residential demand, it 
may well reason that -the existing 
amount of consumption is worth the 
current price to consumers, else they 
would not pay it. Consequently, if 
additional consumption is to be ob- 
tained the most effective device is to 
reduce the price, not on total consump- 


tion, but upon additional consump- 
tion.* 

This theory is sound only if two 
crucial assumptions are recognized 
and appropriately dealt with. The 
first is that the initial charges are not 
so high as to discourage a number of 
potential customers who, if once at- 
tached, would gradually increase their 
consumption to a profitable level. 
Such may be the case with potential 
rural customers in some districts, par- 
ticularly where a substantial assess- 
ment is levied to cover the cost to the 
company of making the necessary ex- 
tensions. The promotional rate idea 
in such instances involves the rate in 
the initial blocks and/or the special 
assessments which may be levied. 


HE second assumption is that cus- 
tomers fully understand the way 

in which their electric bills are com- 
puted. The importance of this point 
can scarcely be overemphasized. Un- 
less the customer knows and fully ap- 
preciates that extra current will cost 
far less than the rate in the initial 
block or blocks, the sales effect of the 
promotional rate is largely lost. The 
average customer merely reasons that 
his monthly bill runs $3 and he had 
better be sparing in his use of current. 
The writer has always had difficulty in 
understanding why many companies 
with admirably constructed promotion- 
al rate structures persist in billing 
the residential customer a lump sum 
without itemizing the amount and, in 
addition, indicating on the front of 
the bill the cost of additional consump- 
There are, of course, other reasons based 
chiefly upon cost analysis why rate reduc- 
tions often are made to apply only to the price 
of additional blocks of current beyond a cer- 


tain minimum for which a relatively much 
higher rate is charged. 
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tion. And why not local newspaper 
advertisements to this effect? “If 
your electric bill this month was $3 
do you know that you could double 
your consumption at an extra cost of 
only $1?” 

Such information will increase de- 
mand elasticity and by doing so make 
rate reductions far more productive 
of revenue than would otherwise be 
the case. 

Can the elasticity of residential de- 
mand be determined? Not precisely, 
of course, but the writer believes that 
a great deal can be done to determine 
within fairly accurate limits the sen- 
sitiveness of consumption to reduc- 
tions in price. 


HERE are two general approaches 

to the measurement problem. 
The one most commonly employed is 
that of reducing rates and then watch- 
ing the results. The second is the 
comparison of the average consump- 
tion per customer in localities where 
different rates prevail. The former 
is a measurement through time or re- 
sults in one place; the latter is a meas- 
urement through space of the results 
of various rates prevailing at any one 
time. Each method confronts the 
same general obstacle, namely, that 
“other factors,” cyclical or long run 
in character, may intervene to invalid- 
ate the results obtained. Business 
may improve at the same time rates 


are lowered; conditions prevailing in 
the residential markets of different 
localities may depart widely from one 
another and in such a way as to make 
it difficult if not impossible to segre- 
gate the effects of the different rates 
charged. The problem presented is 
clearly one where all measurements 
must be tested in every way possible. 
Holding companies and regulatory 
commissions, as well as central re- 
search bodies, have here a remarkable 
opportunity for codperative and 
mutually helpful activity. There is a 
splendid opportunity for holding com- 
panies to select communities where as 
many factors as possible are compa- 
rable (average wealth, existing rate 
structures, customary standards of 
living, etc.) and deliberately vary the 
rate policies of the two communities. 
This is a combination of the two 
methods—time and space—referred 
to above. It is in essence a controlled 
laboratory experiment in which all 
factors save one—rates—are held as 
nearly comparable as possible. Regu- 
latory commissions may cooperate 
with such experiments in various 
ways. One is to depart from the cur- 
rent enthusiasm for uniform rate 
areas sufficiently to encourage lack of 
uniformity where the purpose is use- 
ful experimentation. Or commissions 
may sanction rate reductions on a 
purely temporary basis where the de- 
liberate purpose is the determination 


= 


why many companies with admirably constructed promo- 


q “THE writer has always had difficulty in understanding 


tional rate structures persist in billing the residential cus- 
tomer a lump sum without itemizing the amount and, in 
addition, indicating ON THE FRONT of the bill the cost of 


additional consumption.” 
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of market response. Companies often 
are deterred from such experimenta- 
tion by the fear that rates once 
lowered cannot later be raised. 


NE of the most interesting experi- 

ments of this sort has been the 
policy of the Hartford Electric Com- 
pany. This company, with the ap- 
proval of the Connecticut commission, 
for many years has used its employees 
for laboratory purposes, allowing 
them lower rates than those charged 
the general customer group, and ob- 
serving the results in terms of compar- 
ative increase in the consumption of 
electricity. The information thus se- 
cured has been used in deciding upon 
changes in the general residential rate 
policy of the company. 

The results of such studies must be 
interpreted with care. It is compara- 
tively easy to turn loose a few statis- 
ticians who will return with a mass of 
statistical data neatly compiled and 
embellished with “correlation coef- 
ficients,” “probable errors,” and other 
of the awe-inspiring techniques of 
their profession. But accuracy in the 
narrow sense is not enough. Really 
thoughtful and intelligent study of the 
conditions which were supposed “to 
be comparable” but may not have 
been, is the more difficult and more 
important task in measuring the elas- 
ticity of demand. 

There is ample room, of course, for 


research in this field by commissions 
and independent investigators, as well 
as by the utilities themselves. It is to 
be hoped that the Federal Power Com- 
mission in its current survey of elec- 
trical rates will provide the materials 
for substantial progress along these 
lines. 


ype research, by whomever con- 
ducted, will prove fully as impor- 
tant as the cost studies which are so 
popular these days. It may be pos- 
sible to estimate, as for example the 
New York Power Authority has at- 
tempted to do, the cost of supplying an 
average consumption of 600, 1,200, 
or any other number of kilowatt 
hours. But how much more helpful it 
would be to be able also to estimate 
with at least fair accuracy, the amount 
of consumption that may reasonably 
be expected to result from rates re- 
flecting such costs. It would be very 
interesting to know at what unit cost 
Mr. Ford could produce 5,000,000 
cars annually. It would be at least 
equally interesting to know at how 
low a figure cars would have to be 
priced to induce that number of sales. 

It is well to bear in mind that price, 
whether in public utilities or else- 
where, cannot be thought of in terms 
either of cost of supply or of demand, 
taken singly. Each blade of the scis- 
sors, as Professor Taussig once in- 
dicated, is necessary to do the cutting. 





Cheaper Sky Transportation 


pPeom for construction of an experimental airplane, powered with an 
inexpensive automobile motor, were announced recently by the Air 


Commerce Bureau of the U. 
Commerce. 


S. Department of Domestic and Foreign 
Airplane engines of 90 horsepower cost in the neighbor- 


hood of $1,000, due to the small quantity produced. An automobile 
engine of the same power can be purchased for less than $150, about 
the cost of overhauling aircraft engines. 
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A Farmer and His Wife 
Achieve More Abundant Life 


A rural matron tells how she and her husband, on a farm remote from 

gas, electric, and water service, nevertheless secured these services at 

low cost without Federal or utility aid; and she incidentally offers some 

suggestions for the consideration of the New Dealers and the utility 
companies. 


By MARGARET TWILLING 


cal farmer’s wife perhaps in the 
usual sense of the word, because 
I graduated from a coeducational uni- 
versity and worked on newspapers 
and magazines ten years in the big 
cities before I married Jim Twilling 
and settled down to poultry farming 
on the eastern shore of Maryland. 
Added to that, I have a chronic curi- 
osity about the political “goings on” 
at Washington and Annapolis that is 
not customarily found in the rural 
matron. But aside from these pecul- 
iarities, I am really and truly a farm- 
er’s wife. I am proud of it. I enjoy 
it. Our little home, which surmounts 
a wooded hill overlooking the Chesa- 
peake bay, has all the comforts of life 
that I can reasonably want or can ever 
reasonably expect from my husband’s 
calling. A weekly trip into Baltimore 
for movies, shopping, and visiting 
rounds out my quiet social routine. 
I have become interested, however, 
in the commendable desire, exhibited 


| AM a farmer’s wife. Not a typi- 


by the Federal administration at 
Washington, to do something for the 
farmer and for his family. The gov- 
ernment desires, as I understand it, 
not only to keep the farmers down on 
the farm, but to make his life suf- 
ficiently comfortable so that he and 
the members of his family will want 
to stay there—the “more abundant 
life,” I believe, is the term frequently 
used to express this noble aim. 


ode actual accomplishment of the 
program for the more abundant 
life for the farmer has assumed vari- 
ous forms familiar to all who read the 
daily papers. There is the money 
sent out West to farmers for not rais- 
ing corn and hogs, and the money sent 
down South to farmers for not rais- 
ing cotton. However, as nobody in 
Washington has yet suggested send- 
ing checks to the poultry farmers for 
not raising chicks, I must confess that 
the more direct aid to the rural citi- 
zenry has not perceptibly benefited my 
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own family circle. But there are in- 
direct aids for the farmer in the New 
Deal program. There are irrigation 
and flood control, reforestation, and 
power development. It is about the 
last item that I have been tempted to 
take my pen in hand. One particular 
blessing to the farmer that is designed 
to flow from Uncle Sam’s power 
policies is rural electrification. <A 
separate division, the Rural Electri- 
fication Administration, has been set 
up to supervise and promote the ex- 
tension of power into the farmer’s 
home. 

Now I speak from life-long experi- 
ence when I say that if the Federal 
government really wants to keep the 
farmer and, what is more important, 
the farmer’s daughter, as well as the 
farmer’s son, down on the farm with- 
out using a cordon of machine gun- 
ners, there is no more sensible way to 
do it than to put utility service into 
the farmer’s home. Mark well that I 
say “utility service.” 


I HAVE read recently that the lack 
of lighting, plumbing, and other 
modern living facilities, which are 
commonly available in the cities, are 
the principal reasons why the farm- 
er’s children desert the farm and trek 
to the city. I believe that is absolutely 


the truth. It is probably the woman 
who most appreciates the luxury of 
electric lights, running water, and a 
constant and convenient fuel for cook- 
ing. It is the girls and women of the 
farm who most resent the hand pump, 
the oil lamps, wood stoves, and out- 
houses. Naturally when the farmer’s 
children see, in the moving pictures, 
newspapers, and magazines, how 
easily simple comforts are obtained in 


the cities, they are tempted to make a 
secret resolve to break away from 
their farm home as soon as possible. 
I know I made such a resolve when | 
was still a girl on my father’s Mid- 
western farm and I have never entire- 
ly gotten over it. When I first went 
away to college, I was nicknamed “the 
amphibian” because I spent so much 
time in the bath tub to the confusion 
of my dormitory mates. And yet lam 
still living on a farm, and, as I have 
said before, I enjoy it. We have elec- 
tric lights, electric radio, plenty of 
hot and cold running water, complete- 
ly modern plumbing, and a modern 
cooking gas range. But mark this 
well, our home is two miles from the 
nearest electric power distribution 
line, twenty-two from the nearest city 
gas system, and about a dozen miles 
from the nearest city water supply. 
How do we do it? The answer is 
simply “gas”; and when I say “gas” 
I mean two particular forms: gaso- 
line and butane or bottled gas. 


HREE years ago we installed our 

electric plant. It consisted of a 
new gasoline engine-generator costing 
$85 net from a national mail order 
house, and a new set of sixteen eleven 
plate 2-volt batteries costing $115, 
from the same place. This complete 
$200 plant gives us 32-volt direct cur- 
rent for lighting an 8-room house, 
pumping all water, operating a house 
radio and several minor appliances, 
which we have purchased for a 32-volt 
system. My husband recently wired 
two of his hen coops with 100-watt 
bulb lights, each so as to increase the 
laying, but he is afraid to extend the 
system to the other coops until he gets 
a heavier set of batteries. We bought 
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the plant for $10 down and $8 a 
month, plus a 6 per cent carrying 
charge. 

So much for the light plant. My 
husband, who is a fair amateur elec- 
trician, wired the house himself. Our 
fixtures and lamps are very simple. I 
think $100 would more than cover 
both wiring supplies and fixtures, in- 
cluding porch lights. Our motor- 
driven automatic water pump, with 
a hot and a cold water tank, cost 
$105, including a tiny coal stove for 
water heating. Plumbing installation 
and fixtures (one bathroom complete, 
kitchen sink, and outside sprinkler 
connections) cost $115. A _ septic 
tank installed cost $35. 


T° sum up the capital outlay for all 
lighting and plumbing conven- 
iences, I might say that it cost $200 
to bring the power to the house and 
$355 to install necessary fixtures for 
its use inside the house: total $550. 
But remember, only the $200 was put 
out for our own form of “electrifica- 
tion” —the balance of $355 we would 
have to spend regardless of whether 
we obtained line power from a central 
station or got it from our own wood- 
shed, as we do now. 

And what is one electric bill, you 
ask? In other words, what does it 
cost to operate? Well, here is where 
we Eastern Shore farmers have a big 
laugh on both the public ownership 


and private ownership groups that are 
working themselves up into such a fine 
rage over comparative electric rates. 
My electric bill is just 8 gallons of 
gasoline a month, and 1 pint of oil— 
$1.44 to be exact, with all taxes paid. 
I don’t know how much power we use 
in terms of kilowatt hours, but I do 
know that I’ve never heard of any of 
my lady friends in either near-by 
Washington or Baltimore who ever 
received a monthly electric bill as low 
as that for service to a house and 
family as big as mine. Of course, we 
don’t use any appliances steadily, ex- 
cept our 32-volt radio (cost $29), but 
neither does the city residential power 
system pump all the water needed for 
a family of six humans, 6,000 
chickens, 3 cows, 1 horse, and 4 dogs 
(in fair weather the stock is watered 
at the spring house). 


HE mechanical upkeep on the mo- 

tor-generator so far has been 
about nihil. Last year my husband 
removed the carbon from its one cyl- 
inder, ground the valves and put in a 
new spark plug. He says the job was 
worth $5 although I would talk right 
sassy to any mechanic who presented 
such a bill for two hours’ work. The 
batteries are guaranteed for five years 
but my husband says that with care 
they usually last as long as ten, so I 
suppose I’d have to mark down about 
$7 a year to “plant amortization.” 


e 


“ . . tf the Federal government really wants to keep 
q the farmer and, what is more important, the farmer's 
daughter, as well as the farmer's son, down on the farm 
without using a cordon of machine gunners, there 1s no 
more sensible way to do it than to put utility service into 


the farmer's home. Mark well that I say ‘utility service. 


a 39)3 
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After that there is no other expense, 
capital or operating, that I can think 
of unless it be the labor involved in 
putting about a gallon of rain water 
in the batteries every six months and 
starting and stopping the motor twice 
a week. (My little boy attends to 
this. He charges me the price of a 
weekly movie, but I think that is 
rather high also.) The motor has an 
effective silencer piped to the rear of 
the woodshed and I rarely hear its low 
putt-putt-putt during the few hours 
each week when it is necessary to op- 
erate it. So much for my electric 
and water supply and draining sys- 
tems. 


HE gas comes in large cylinders. 

It is just like city gas in every 
way, as far as I can see. It cost us 
nothing to install. My husband exe- 
cuted a contract with the people who 
make it and they installed two cylin- 
ders in a little metal cupboard which 
they built on the outside of the house. 
We were billed for $27 and that gas 
just about lasted us a whole year. 
Whenever one cylinder becomes ex- 
hausted, we just drop a postal card to 
the company in New York and they 
get their local agent in Wilmington to 
drive over and replace it. Several 
days later we get the bill. 

Since this system was installed 
three years ago, we have averaged less 
than three cylinders a year. The first 
cylinder of each year costs, $15, the 
second costs $12, and if a customer 
gets enough of them in a single year, 
the cost drops as low as $9, but for 
our use, which is confined to family 
cooking and occasional water heating, 
our monthly bill has averaged about 
$2.85. This is slightly higher than the 


bills my lady friends get for compa- 
rable service in Washington and Balti- 
more (all of whom use continuous 
gas water heaters), but I think under 
the circumstances that it is very rea- 
sonable and I am more than satisfied 
with the convenience of it. 

The company that sells the gas has 
sent me circulars that state that by us- 
ing more cylinders at the diminishing 
rate, I could install a water heater that 
would operate as cheaply as with city 
service. I am going to investigate this 
and if it is even nearly true, I’m going 
to install such a heater, because the 
tiny coal stove we heat with now has 
to be attended to twice a day and it 
burns about $1.60 worth of pea coal a 
month when operated continuously. 


Ww now that I have given you 
all the boresome details of how 


much my rural gas and electric service 
costs, you probably are wondering 
what in the world I am driving at. 
Am I just writing a free advertise- 
ment for home electric plants and 


butane gas service? Not a bit of it. 
I am merely trying to show how satis- 
factorily and cheaply rural homes can 
be given utility service with presently 
available commercial services. Now 
let us turn to what the Rural Electri- 
fication Administration proposes to do 
for the farmer: 

I have seen figures to the effect that 
out of approximately 6,000,000 farms 
in the United States, 3,500,000 can be 
considered “prospects” for rural elec- 
tric service from central stations un- 
der the REA plans, and they are sit- 
uated at such distances that farm cus- 
tomers will average about 2.4 per mile 
of line. Now the rock bottom reason- 
able estimate for complete construc- 
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Why Not Rural Gassification? 


ee electric and gas utilities 
would not be harmed by rural 
gassification. It would serve a group of 
customers that the utility companies have 
never found it profitable to serve them- 
selves. In fact, I have often wondered 
why gas and electric companies don't 
handle home generating plants and butane 
gas service as a side line for rural patron- 





tion of a safe rural power line (includ- 
ing labor, transformers, and other in- 
cidents) is $800 per mile. (A friend 
of mine connected with an electric 
company sneers at this figure and says 
it would be more like $1,100 per mile, 
but I got the figure from a govern- 
ment ownership pamphlet and I use it 
for what it is worth.) Now let us 
divide $800 per line by our average 
2.4 customers per mile and we see 
that it is necessary to invest at least 
$325 per customer just in order to get 
the power from the central station to 
the farmer’s home. (Compare this 
with the $200 it cost my husband for 
his entire plant.) The investment in 
generating equipment at the central 
station to take care of this farm busi- 
ness will not be much per customer 
but it would be something—together 
with meters, etc., the entire expendi- 
ture per farm served would be at least 
$350 to get the current to the farm- 
er’s house. 


N™ you can finance this on as 
easy terms as you please and 
it’s still $350 that has to be paid by 
somebody: the farmer, the REA, or 
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both. Suppose on the other hand the 
REA set out to finance home electric 
plants, such as we have. There is no 
reason why every farm of the 6,000,- 
000 not already served would not be 
a prospect. Under the present REA 
plans isolated farms having less than 
one customer to the mile would just 
be hopeless. Yet they are the very 
ones who need utility service the most, 
if Uncle Sam is really sincere in his 
purpose to better the social environ- 
ment of the farmer. 

Suppose now instead of damming, 
ditching, and draining the country to 
build monstrously expensive hydro 
power dams, and suppose instead of 
cluttering up the landscape of every 
state in the Union with ugly rural 
transmission lines, the government 
started out to finance and promote 
rural gassification (it’s my own word, 
newly coined, but you’re welcome to 
it). What are the possibilities? 

Well, first of all, there would be 
immediate economies possible in the 
price of gas-generators, batteries, and 
butane gas, by reason of greater de- 
mand and consequent increase in pro- 
duction. Again, the government 
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could dicker with the manufacturers 
to standardize and get together on 
some cheap, durable models. For ex- 
ample, the Electric Home and Farm 
Authority in the Tennessee valley 
area brought enough pressure to bear 
on the electric manufacturers so 
that they produced an electric ice box 
to sell for $72.50 of a caliber that for- 
merly sold for $100. 


HIS shows what can be done. Ap- 

ply this pressure on a national 
scale and the price of motor-generators 
and batteries might be lowered as 
much as 35 per cent so that our $200 
plant would sell to the farmer as low 
as $130. Butane gas cylinders, pro- 
duced in large lots, would be lowered 
proportionately. So we see that if 
Uncle Sam really wanted to put power 
and gas into the home of every farm- 
er, no matter how remotely he is sit- 
uated, he could do it for $130 per 
farmer instead of $350. The balance 
of the cost of installing fixtures and 
plumbing would, of course, have to be 
carried out just as it is being planned 
by the REA at present. But I still 
maintain that the difference between 
$130 for a home generating plant and 
$350 is so great that twice as many 
farmers could benefit under rural gas- 
sification than under rural electrifi- 
cation. 

I realize that the home generating 
plants would depreciate more quickly 
than the power lines, but an annual 
amortization allowance of $5 per 
plant per year would replace the low 
price batteries at the end of a 15- 
year term, and improved battery con- 
struction under government standard- 
ization would insure the 15-year life 
term or even extend it. 


What about operating costs? My 
own bill of $1.44 a month is, I think, 
average for a farm house, but the gov- 
ernment might even shade this a bit 
by remitting taxes on gasoline for 
rural power plant use and vending 
gasoline and oil in wholesale quanti- 
ties at reduced rates. A neighbor of 
mine has a little gadget on his gener- 
ator motor that lets him use kerosene 
which he buys in 50-gallon drums. 
He claims his monthly bill is less than 
80 cents. This might be looked into. 

The minimum requirement for 
“more abundant life” is, I understand, 
100 kilowatt hours a month. Here is 
a tentative rate schedule I have seen 
suggested by a rural electrification en- 
thusiast : 


First 10 kw. hr. per month, $1 (mini- 
mum) ; next 40 kw. hr. 3 cents per kw. hr., 
and 2 cents per kw. hr. for all in excess. 

Therefore, the more abundant life 
will cost the farmer in electric bills 
alone just $3.20 every month. Stack 
that against a possible $1.25 under 
my plan of rural gassification! 

Finally, I anticipate that the rural 
electrification enthusiasts will hold up 
their hands in holy horror because un- 
der my plan of rural gassification the 
poor farmer would be denied such 
“essential appliances to modern ordi- 
nary standards of living” as toasters, 
chafing dishes, waffle irons, laundry 
irons, curling irons, vacuum cleaners, 
malted milk and cake mixers, electric 
cuckoo clocks, and the hundred other 
gee-gaws that clutter up the electric 
shops. 


1 Large scale use of kerosene refined as a 
lignite shale product might help, in some 
degree, the faltering bituminous coal indus- 
try. Perhaps large scale use of butane gas 
might suggest also a partial solution for the 


natural gas waste complained of in the Texas 
pe California oil fields. 
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I concede that electric refrigerators 
would be a big help but most 
farmers down this way don’t mind 
bothering with ice.* I already have 
a washing machine with a 32-volt 
motor and a 32-volt radio. As for 
the rest of that list, I don’t think 
_ the farmer would miss it a great 
deal. My gas stove makes toast, 
heats curling irons and laundry irons, 
just as well and twice as quickly 
as any electric appliance. I cannot 
see any disadvantage except that it 
has to be done in the kitchen. After 
all, let us be sane about this more 
abundant life business. Why does 
the farmer leave the farm? It’s be- 
cause he hates hand pumps, oil lamps, 
wood stoves, and outhouses. I wager 


a Maryland fried chicken dinner to 
anybody who can show me one farm- 
ers daughter who ran away from 


home because she didn’t have a curl- 
ing iron in it. 

As for outside farm appliances, 
electricity has no show against gaso- 
line. Most farmers around my sec- 
tion regard electric milkers as rather 
expensive practical jokes unless you 
happen to be in the wholesale dairy 
business. Cream separators and 
churns can be powered with a de- 
mountable 32-volt motor such as we 
have, but most farmers prefer to do 
it by hand, even when they have gen- 
erating sets. It is tree sprayers, 
threshers, tractors, and other heavy 
duty appliances that the farmer is in- 
terested in and electricity so far is 
small help for him in that respect. 

2In any event, it appears that mechanical 
refrigerators are on the market, which operate 


on butane gas and that some electric models 
can be operated with 32-volt motors. 


HERE is one advantage in service 

which home electric plants and 
butane gas have over line power ser- 
vice. The owner does not have to 
worry over minimum bills or service 
charges. It’s nobody’s business but 
his own how much he uses. He pays 
only for what he uses and when he 
doesn’t use it, it doesn’t cost him any- 
thing. “Load factor” doesn’t affect 
his operating cost in the slightest de- 
gree. (Speaking of service, line pow- 
er supply in my neighborhood has been 
interrupted three times this summer 
by storms, while our battery set never 
missed a second. ) 

Existing electric and gas utilities 
would not be harmed by rural gassifi- 
cation. It would serve a group of cus- 
tomers that the utility companies have 
never found it profitable to serve 
themselves. In fact, I have often 
wondered why gas and electric com- 
panies don’t handle home generating 
plants and butane gas service as a side 
line for rural patronage. On the oth- © 
er hand, the adoption of rural gassifi- 
cation would cut much of the ground 
from under the politicians who are 
stirring up the hinterlands with vague 
promises of rural power, thereby get- 
ting support for the terrifically expen- 
sive power projects being built by the 
Federal government to the detriment 
of both the privately owned gas and 
electric utility industries. 

Therefore, in conclusion, I might 
suggest that if the New Deal admin- 
istration is really and sincerely inter- 
ested in furnishing utility comforts 
for the farmer, let’s do it quicker, 
cheaper, and more completely by rural 
gassification. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


PRESIDENT RoosEVELT 


Harry L. Hopkins 
Federal Works Progress 
Administrator. 


Hiram MANN 
New York City’s 
“Advertising Crusader.” 


Grorce W. Norris 
United States Senator from 
Nebraska. 


Harorp L. Ickes 
Secretary of the Interior. 


J. D. Ross 
Member, Federal Securities and 
Exchange Commission. 


Puitiep H. GapspEN 
Chairman, Committee of Public 
Utility Executives. 


HENRIK SHIPSTEAD 
U. S. Senator from Minnesota. 


From an Open Letter by Three 
Members of the Tennessee 
Valley Authority. 


—MONTAIGNE 


“Facts are relentless.” 


¥ 


“If (Senator) Norris is for it, I ought to be—I’m 
for him.” 


¥ 


“I’m going to defend the power trust against the 
baloney trust.” 


¥ 


“Modern invention is of little value, if, through high 
electric rates, it is made unavailable to the great mass 
of humankind.” 

>, 


“I think a community can pay something as a price 
for removing from local political affairs the kind of 
interfering and meddling utilities sometimes indulge in.” 


¥ 


“My investigations have convinced me that Seattie and 
the other communities of western Washington can get 
all the money they need on easy terms to carry through 
the proposed purchase of private power property.” 


¥ 


“President Roosevelt’s order to the Treasury De- 
partment on utility tax returns is another indication of 
his determination to resort to every possible weapon 
in his vindictive attack upon the utility industry.” 


> 


“Many Minnesota municipal plants charge a higher 
rate for electricity than is charged by private utilities. 
Whenever they do, they make so much money out of 
the electric plants that very often the people of the 
communities have to pay little in taxes.” 


¥ 


“The accusation that the TVA project, initiated and 
supported as it is by the President and the elected 
representatives of the people of the country, is a ‘gran- 
diose experiment in socialism’ is an amazing indictment 
of the American people and their institutions.” 
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The Objective Rate Plan 
for Electric Utilities 


Popular in several of the states as a low-cost sys- 
tem, it appears to be producing favorable results 


By W. CLARENCE ADAMS 
Pine’: electric utilities operat- 


ing throughout eastern United 

States, and particularly in the 
southern states, have been faced with 
serious problems within the last few 
years in regulating their rates for resi- 
dential service. In some states con- 
tinued agitation against the rates by 
the public, caused chiefly by the tre- 
mendous amount of propaganda cir- 
culated by government forces, has be- 
come so severe that rate engineers 
have been forced to formulate new 
rate methods. Great reductions, of 
course, are impossible except on the 
condition of increased consumption 
by the consumers. 

It was this condition that resulted 
in the formation of a low-cost rate 
system known as the “Objective Rate 
Plan.” The customer claimed that he 
could use more service if the rates 
were lower, and the utilities insisted 
that they could make lower rates if 
consumption was higher. Thus, the 


“Objective Rate Plan” allows the cus- 
tomer to use additional kilowatt hours 
at greatly reduced rates, but at the 
same time does not seriously impair 
the revenues of the company. 
However, in order. to maintain rev- © 
enues as nearly as possible near the 
present levels, utilities using this plan 
have employed two rates. If only one 
rate was used, the company’s income 
would soon be reduced to such a point 
as to send it into bankruptcy. In ap- 
plying the plan a “base” period is 
chosen, upon which the application of 
“immediate” and “objective” rates 
are based. This “base” period is 
usually twelve months immediately 
preceding the institution of the “Ob- 
jective Rate Plan.” An “immediate” 
rate, lower than the existing rate, is 
formulated in order to provide some 
reduction to all customers. After this 
the “objective” rate is formulated up- 
on which all bills in excess of that 
used during the base period is calcu- 
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lated. Therefore, the “objective” 
rate is so formulated that a material 
increase in use may be had at no in- 
crease in the bills over the correspond- 
ing month in the base period. In us- 
ing these two rates, the company is 
able to furnish additional power to 
the large consumer at greatly reduced 
rates but does not suffer from nonuse 
by the small consumer. 


LTHOUGH it is yet too early to pre- 
dict the outcome of such a rate 
system, it seems to be the most logical 
and popular rate plan at the present 
moment. Utilities in six states have 
already adopted the “Objective Rate 
Plan,” or whatever you may call it, 
and are reporting favorable results. 

The first plan of this nature adopt- 
ed was the so-called “Commonwealth 
and Southern Objective Rate Plan,” 
made effective by the Alabama Power 
Company, a utility that operates in 66 
of the 67 counties of that state, on 
September 2, 1933. This order plus 
several minor adjustments would 
have reduced this company’s residen- 
tial revenues for the twelve months’ 
period prior to the rate change, $367,- 
000. At the end of the twelve months 
subsequent to the introduction of the 
“Objective Rate Plan,” the company’s 
revenue for a twelve months’ period 
was only $22,000 less than at the time 
the rate plan was introduced. 

The average kilowatt hour per cus- 
tomer for twelve months preceding 
effective date of plan by the Alabama 
Power Company was 788. For the 
twelve months ending May 31, 1935, 
the average kilowatt hour per cus- 
tomer had moved up to 920, an in- 
crease of 132. The average rate per 
kilowatt hour for the twelve months 


preceding effective date of plan was 
4.83. For the twelve months ending 
May 31, 1935, the average rate was 
3.71, which was a reduction of 1.12. 


’ is interesting to note the changes 
in revenue which have resulted 
since the adoption of this plan by the 
Alabama utility. The average reve- 
nue per customer for the twelve 
months preceding effective date of 
plan was $38.15. For the same peri- 
od preceding date of plan corrected 
for rate reductions, the average bill 
per customer dropped to $32.73. At 
the end of twelve months ending May 
31, 1935, the average revenue jumped 
back up to $34.11. Then for the 
twelve months ending May 31, 1935, 
corrected for revenue from additional 
customers, the rate was moved up to 
$35.82. This made an increase of 
$3.09 per customer during the twelve 
months’ period ending May 31, 1935, 
over the twelve months preceding ef- 
fective date of plan after correction 
for rate reductions and revenue from 
additional customers. 

The Alabama Public Service Com- 
mission, which is responsible for the 
statistics given above, reported that 
the plan as used in that state has been 
very favorably received by the cus- 
tomers and the number of complaints 
has been few. The commission fur- 
ther stated that, since the plan as ap- 
plied to this one company has been 
successful, it has prescribed similar 
rates for other companies operating in 
the state of Alabama. 


HE next state to adopt the “Ob- 
jective Rate Plan” was Tennes- 
see. The Tennessee Electric Power 
Company of Chattanooga, which op- 
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erates in approximately 300 cities, 
towns, and communities in that state, 
first put the plan into effect on bills 
rendered on or after February 1, 
1934. It is noticed that the kilowatt- 
hour consumption for the customers 
of this company has increased ap- 
proximately 40 per cent for the year 
period with a decrease in revenue of 
approximately 4 per cent, although 
material reduction was made in the 
rates in the new schedule put into ef- 
fect. The plan, according to Malcolm 
R. Williams, engineer of the railroad 
and public utilities commission of 
Tennessee, seems to be very popular 
and, although in certain instances 
there appear to be discriminations, 
these discriminations will be eliminat- 
ed within another year as all custom- 
ers will go on the objective rate begin- 
ning February 1, 1937. 

A comparison of the “Objective 
Rates” with the old rate, as used by 
the Tennessee Electric Power Compa- 
ny is given in the schedule below: 


IMMEDIATE Rate—Rate G-1 
First 25 kw. hr. per month @ 
Next 35 kw. hr. per month @ 
Next 140 kw. hr. per month @ 
Over 200 kw. hr. per month @ 
Minimum Bill $1.00—All rates are net rates. 


PRoMOTIONAL RatE—RATE G-2 


First 15 kw. hr. per month 

Next 50 kw. hr. per month @ 
Next 135 kw. hr. per month @ 
Next 500 kw. hr. per month @ 
Over 700 kw. hr. per month @ 


All rates are net rates. 


Oxtp Rate—Rate G 
First 20 kw. hr. per month @ 
Next 20 kw. hr. per month @ 
Next 40 kw. hr. per month @ 
Next 120 kw. hr. per month @ 
Over 200 kw. hr. per month @ 
Minimum Bill $1.00—All rates are net rates. 


S Be- Georgia Power Company, 
probably the largest electric util- 
ity operating in the state of Georgia, 
followed close behind the Tennessee 
Company in adopting the “so-called 
inducement rate.” It was made effec- 
tive in Georgia on and after March 1, 
1934. After complete surveys, Curtis 
A. Mees, consulting engineer of the 
Georgia Public Service Commission 
at Atlanta, reports that the promo- 
tional rate system as applied to both 
domestic and commercial service is 
“working out far beyond expecta- 
tions.” 

At the present time about 61 per 
cent of the domestic consumers and 
25 per cent of the commercial con- 
sumers are being served on the “in- 
ducement” schedule and 11 per cent, 
of the domestic customers are billed 
on the base bill and 9 per cent of the 
commercial customers are so billed. 

“There is comparatively little com- 
plaint from the consumers,” reports 
Mr. Mees, “but those who do com- 
plain deem themselves discriminated 
against because they either by com- 
parison with a neighbor have for the 
same consumption a higher bill or, by 
comparison, they discover that for the 


such a rate (objective rate) system, it seems to be the 


q “ALTHOUGH it is yet too early to predict the outcome of 


most logical and popular rate plan at the present moment. 
Utilities in six states have already adopted the ‘Objective 
Rate Plan,’ or whatever you may call it, and are reporting 
favorable results.” 
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same consumption their bills vary for 
different months, or, on the other 
hand, they claim that the ‘inducement’ 
schedule ought to be available to them 
even though they are new customers 
and have not yet established a base 
bill, as the case may be, for either 
domestic or commercial service. It is 
believed that complainants are gener- 
ally reasonably well satisfied after ex- 
planation is made to them.” 


HEN questioned about the view- 

point of the utilities, Mr. Mees 
said, “the utilities, of course, hold 
their own because under these sched- 
ules, their revenue is not cut into by 
the reduction made except for the 
minor cost of supplying a little addi- 
tional energy. As a matter of fact, 
consumption has been greatly stimu- 
lated. 

“The utilities are pleased with the 
rate, and have already promised that 
as soon as a considerable proportion 
of the customers go on the ‘induce- 
ment’ rate such that bookkeeping for 
the remainder is not justified, they 
will make the ‘inducement’ rate super- 
sede the basic rate and then offer a 
new ‘inducement’ rate for the future 
building up of consumption.” 

The “inducement rate” sechedules 
of the Georgia Power Company were 
placed into effect for a specific period, 
at the end of which time it was con- 
templated that all consumers would be 
placed on the “inducement” rate, re- 
gardless of whether they have all 
reached this point prior to the expira- 
tion date or not. The expectation is 
that all expiration dates will be an- 
ticipated. 

During the year of 1933, which is 
the year just prior to the inauguration 


of the “inducement” rate, the average 
annual domestic consumption over the 
entire state on the lines of the Georgia 
Power Company was 795 kilowatt 
hours. In the year 1934, the average 
rose to 879 kilowatt hours and eight 
months later, in 1935, the rate of con- 
sumption amounted to 948 kilowatt 
hours. 


pe the fact that the plan is 
apparently working out satisfac- 
torily in these three southern states of 
Alabama, Tennessee, and Georgia, 
two northern states are not as favor- 
ably impressed as yet. However, this 
is probably due to misunderstanding 
of the plan as it has only been recently 
introduced into these two states. The 
plan was declared effective in Wiscon- 
sin by the public service commission 
of that state on July 1, 1935. At the 
time this article is being written, the 
Wisconsin utilities have not completed 
a full month’s billing under the resi- 
dential objective rates and, of course, 
have not as yet filed proposed com- 
mercial objective rates. 

The “Objective Rate Plan,” or- 
dered by the commission of Wiscon- 
sin for use by utilities in that state, is 
slightly different from those in use by 
southern utilities. The tentative out- 
lined plan that has been suggested is 
as follows: 

1. The objective rate shall be either 
of the fixed-charge type heretofore 
adopted by the commission containing 
a fixed monthly charge of 75 cents 
net, the first step of the energy sched- 
ule providing for not less than 50 
kilowatt hours nor more than 300 
kilowatt hours, the second step (and, 
if necessary, a third step), providing 
for the remaining kilowatt hours used 
per month, or such longer step as may 
be approved by the public service 
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A Promising Rate System 


6 i ‘HE adoption of the ‘Objective Rate Plan’ by electric utili- 
ties in the various sections of the United States will pre- 


sent numerous difficulties. 


Every factor must be con- 


sidered before such a plan can go into force, or the company 

may find itself totally wrecked. If not abused, the ‘Objective Rate 

Plan; as demonstrated by the Alabama Power Company, the 

Georgia Power Company, and the Tennessee Power Company, 

seems to be a great success and will doubtless soon become a 
widely used rate system.” 





commission of Wisconsin, and the 
final step for the excess; or, other 
form of schedule properly designed 
to give effect to load factor. 

2. The energy schedule of the ob- 
jective rate shall in general be lower 
that the existing schedule of the util- 
ity by an amount sufficient to provide 
a definite further incentive for in- 
creased use of service. 

3. The plan shall provide that all 
energy used by the customer in any 
month in excess of that used in the 
corresponding month of the 12-month 
period preceding the date of filing un- 
der the order shall be charged for at 
not to exceed the corresponding steps 
of the objective rate, provided that 

4. The minimum base use in any 
month shall for purposes of this plan 
be taken at not less than 30 kilowatt 
hours or more than 100 kilowatt 
hours. 

5. Within sixty days after the end 
of the first year of operation under 
this plan, the utilities shall present 


to the commission a detailed report 
on the results achieved hereunder. 


| the state of New York the objec- 
tive rate plan was first put into ef- 
fect in June, 1935, by the Westchester 
Lighting Company and the Yonkers 
Electric Light and Power Company. 
Since then a similar plan has been in- 
troduced by the Syracuse Light Com- 
pany and the Utica Gas and Electric 
Company. As to the popular reaction 
to the plan here and the effect upon 
the utilities, it is too early to make any 
statement. The public service com- 
mission of New York, however, isn’t 
especially in sympathy with the pro- 
posed plan. Malcolm F. Orton, di- 
rector of research and valuation for 
the commission, said: “While this 
commission has allowed these plans to 
be put into effect pending further con- 
sideration of the matter in the light 
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of results obtained, it has not yet 
given its approval to the ‘objective’ 
form of rate.” 

The sixth state to adopt the “Ob- 
jective Rate Plan” was Arkansas, 
making the fourth southern state to 
adopt the method. The department of 
public utilities of that state has or- 
dered all electric power companies op- 
erating within the borders of Arkan- 
sas to file individual rate schedules to 
enable the department to consider de- 
tailed plans and put them into effect. 

In Arkansas the communities in the 
state will be classified for rate pur- 
poses based on the number of total 
electric customers as follows: Class 
1, cities and towns of 10,000 or more 
customers; class 2, cities and towns 
of 2,500 to 10,000 customers; class 3, 
cities and towns of 601 to 2,500 cus- 
tomers; class 4, cities and towns of 
201 to 600 customers; class 5, cities 
and towns of 51 to 200 customers; 
and class 6, cities and towns which 
come under the heading of rural com- 
munities. The larger communities 
will have slightly lower rates for resi- 
dential and commercial service in 
keeping with the lower cost per cus- 
tomer of administration and opera- 
tion of the utilities in such communi- 
ties. 


- I ‘HE system that will be used in 
Arkansas will be almost exactly 


Tike the plan ordered for use by utili- 


ties in Wisconsin. Under this plan 
the customer is given a 50 per cent 
discount from present rates on all in- 
creased use of electricity with a rate 
as low as 2 cents a kilowatt hour for 
this increased use. 

There are several factors to take 
into consideration in predicting the 


success of the “Objective Rate Plan.” 
First, of course, is the reaction of the 
residence customers in increasing their 
use of the electricity. At the present 
moment unusual efforts are being ex- 
erted to increase domestic consump- 
tion through increased use of re- 
frigeration, cooking, better lighting, 
household appliances, and water heat- 
ing. During the five depression 
years, 1930 to 1934, inclusive, more 
than $2,667,606,000 was invested in 
electrical appliances by domestic con- 
sumers in the United States. If this 
condition existed during the time 
when incomes were greatly reduced 
instead of raised, it is highly probable 
that much development can be expect- 
ed in this field with the revival of bet- 
ter business conditions. 

It is especially noted that during 
the year of 1934, 480,000 domestic 
customers were added by electric util- 
ities in the United States. In compil- 
ing the domestic sales during the same 
year, we find that domestic sales to the 
20,693,751 homes and farms mount- 
ed up to a total of approximately 
12,797,635,000 kilowatt hours which 
was an increase of 837,379,000 kilo- 
watt hours over the year of 1933. 
This was an increase of approximate- 
ly 7 per cent. 


as the average monthly 
bill paid by the domestic con- 
sumer during 1934 was $33.44, or 
about $2.79 per month, there is an- 
other side to the picture concerning 
revenues. The Federal Power Com- 
mission has estimated that there are 
20,000,000 domestic consumers in the 
United States. Approximately 70 per 
cent of this number, or 13,350,000, 
use only light and small appliances. 
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THE OBJECTIVE RATE PLAN FOR ELECTRIC UTILITIES 


The survey further shows that 25 per 
cent of this group used 15 kilowatt 
hours, or less per month, 50 per cent 
used 25 kilowatt hours or less, and 
75 per cent 40 kilowatt hours or less 
per month. From this report it can 
be seen that the average monthly con- 


_ sumption of 13,350,000 consumers 


was about 25 kilowatt hours. 

During the preceding year it is esti- 
mated that of the 20,000,000 homes 
using electricity in the United States, 
over 1,500,000 are minimum bill cus- 
tomers that pay anywhere between 50 
cents to $1 per month. It is this 
group which the utilities serve at a 
loss. However, through the introduc- 
tion of the “Objective Rate System,” 
it is expected that this class will grad- 
ually increase consumption. 

The adoption of the “Objective 
Rate Plan” by electric utilities in the 
various sections of the United States 
will present numerous difficulties. 


First to be considered is the reaction 
of the customers to such a plan. Cer- 
tainly the cost of generation, distribu- 
tion, competition, availability of fuel 
resources, and accessibility of water 
power will be the most important fac- 
tors to study. In some localities util- 
ities will be able to generate power 
much cheaper than companies in other 
sections. Heavy excise taxes have 
been levied on companies in some of 
the larger cities as a means of raising 
revenues to carry on the city govern- 
ment. Every factor must be consid- 
ered before such a plan can go into 
force, or the company may find itself 
totally wrecked. 

If not abused, the “Objective Rate 
Plan,” as demonstrated by the Ala- 
bama Power Company, the Georgia 
Power Company, and the Tennessee 
Power Company, seems to be a great 
success and will doubtless soon be- 
come a widely used rate system. 











A Friendly Word for Trolleys 


ae HERE are several inherent advantages of a vehicle 

running on steel rails in a definite line over a vehicle 
such as the bus that weaves in and out of traffic. First, a 
modern trolley car operating on steel rails will provide maxi- 
mum riding comfort for passengers because of the relative 
smoothness and steadiness provided by the track structure 
in comparison with the irregularities in street pavements and 
the spring action of busses. Secondly, a practically unlimited 
supply of power is available from the central power stations 
so that the maximum efficiency of operating equipment can 
be utilized.” 
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Traction Unification in 


New York City 


ENTATIVE agreement for New 
York city’s purchase of stock equi- 

ties in the Interborough Rapid Transit 
Company and the Manhattan Railway 
Company for some $40,000,000 was 
announced October 5th by Counselor 
Samuel Seabury and City Chamberlain 
Berle. (The Stock Exchange’s investi- 
gation of the rise in Interborough se- 
curities, initiated at the suggestion of 
Mr. Berle some weeks ago on the 
ground that advance rumors of a settle- 
ment were unfounded or premature, is 
still in progress.) The only remaining 
obstacle in the way of complete agree- 
ment with Interborough and Manhattan 
security-holders (tentative agreement 
with BMT interests was reached some 
time ago) is said to be a small margin 
of difference regarding the price to be 
paid holders of Interborough 6 per cent 
notes. It is reported that the gross price 
to be paid for all companies (including 
underlying bonds assumed) will be 
about $432,000,000 compared with 
$474,500,000 in the plan issued by the 
transit commission some four years ago. 
The $40,000,000 payment to Inter- 
borough and Manhattan stockholders 
would be made in board of transit con- 
trol second mortgage 4$s, and similar 
bonds would be given to BMT common 
stockholders. Payments to holders of 
underlying bonds of the Interborough 
and BMT systems (except for such 
bonds as are assumed by the city) are 
to be made in varying proportions of 


and 
Comment 


By OWEN ELY 


New York city, board of transit control 
first mortgage bonds, and board second 
mortgage bonds. Reports have ap- 
peared in the press regarding these de- 
tails, but it seems best to await official 
confirmation before reciting them. 


Nn addition to final approval by the 
Federal court (with respect to Inter- 
borough), the board of estimate, and the 
transit commission, the plan still faces 
various tests which counsel for security- 


holders may wish to apply to determine 
whether (1) New York city can safely 
issue some $100,000,000 bonds without 
exceeding its debt limit, and (2) wheth- 


er the proposed $300,000,000 board of 
transit control bonds (not to be obliga- 
tions of New York city) can be issued 
on a fully tax-exempt basis, under pres- 
ent or proposed state legislation. Ac- 
cording to a comprehensive review in 
the New York Times of October 13th, 
the situation is still quite unsettled: 


Counsel who have studied the question 
hold serious doubts about the possibility of 
exempting such bonds from the Federal 
income tax. If legal experts for the com- 
panies decide that the bonds will probably 
not be in the exempt class, that decision 
will wreck the entire scheme. They will 
advise the holders of company securities 
not to exchange them for board of control 
bonds. 

The principal financial obstacle involves 
the city’s power to incur additional debt 
within its constitutional limit. The unre- 
served debt margin as of March 1, 1935, 
was $317,000,000. It is a bit less than that 
today. The tentative plan for purchase of 
company properties contemplates the is- 
suing of about $100,000,000 in city bonds, 
of which $45,000,000 would bear interest at 
4 per cent and the rest at 32 per cent. 
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Mayor La Guardia has been advised that 
this $100,000,000 can be exempted from the 
debt limit. Company counsel are not so 
optimistic. If the $100,000,000 expenditure 
is to be charged against the debt limit, they 
contend, they must take into account Mayor 
La Guardia’s ambitious public works pro- 
gram, which, if carried out, will use up huge 
amounts of city credit. In some quarters 
the total has been estimated at more than 

,000, One thing is certain: the 
companies will demand a court ruling be- 
fore they commit themselves irrevocably. 


¥ 


PWA _ Power Plant Program 
Facing Obstacles 


HILE it is difficult to trace the 

exact trend in the allocation of 
PWA funds for municipal power sys- 
tems due to day-to-day changes, it 
seems clear that the program is being 
whittled down to a fraction of original 
ambitious plans. 

It was reported October 13th that 
1,072 utility projects are to be under- 
taken by the PWA with work relief 
funds, total grants amounting to slight- 
ly over $100,000,000 or an average of 
a little less than $100,000 per project. 
But apparently this amount (about 3 
per cent of the original $3,700,000,000 
PWA fund) is only a small part of 

‘the proposed municipal program, since 
it was stated by Administrator Ickes 
September 27th (according to The Wall 
Street Journal) that the PWA had con- 
tracted for a total of $700,000,000 of 
municipal bonds and had received $400,- 
000,000 of these; the bonds were dis- 
posed of to the RFC which, in turn, 
is selling them to the public. Presum- 
ably this $700,000,000 includes a sub- 
stantial amount of power projects, rep- 
resenting the proportion financed by the 
municipalities themselves. The whole 
PWA program has, however, been in 
such a state of flux recently, and news- 
paper reports so conflicting, that a clear 
picture is difficult to obtain. 

Mr. Ickes and Mr. Hopkins, repre- 
senting the PWA and the WPA re- 
spectively, recently accompanied Mr. 
Roosevelt to Cocos Island, the fabled 
cache of huge pirate treasures. While 


the previous struggle between the two 
officials for their shares in the $4,000,- 
000,000 fund has presumably been am- 
icably settled, their absence from Wash- 
ington may have something to do with 
the confusion in the press reports re- 
garding the government program. It 
was reported October Ist that $1,000,- 
000,000 worth of public works and 
housing projects had been dropped, as 
the WPA started “syphoning off” what 
was left of the $4,000,000,000 relief 
fund. It is said that Congress may be 
asked for a $500,000,000 fund in Janu- 
ary to take care of some of the more 
meritorious left-over PWA projects, 
but on the other hand it remains doubt- 
ful whether Congress will again appro- 
priate large amounts on a blank-check 
basis. 


NE of the largest allotments is for 

the $10,000,000 tricounty power 
and irrigation project in Nebraska, 45 
per cent being contributed and 55 per 
cent “loaned” by the PWA. Five hun- 
dred thousand dollars is allocated to 
begin the $37,500,000 Santee-Cooper 
hydroelectric and navigation project in 
South Carolina, with provision for the 
construction of 474 miles of transmis- 
sion lines. In New York state three 
municipalities received a total of $952,- 
182 for power projects. 

Meanwhile litigation regarding the 
PWA’s right to grant loans for power 
plants is making progress on its way 
to the Supreme Court. The merits of 
the government program were argued 
October 7th before the U. S. Court of 
Appeals at Washington. The decision 
is expected to have a direct bearing on 
ten other pending cases and to clear the 
way for a new suit which will be ex- 
pedited to the Supreme Court. The 
case up for argument was brought by 
the Oklahoma Utilities Co. to restrain 
the PWA from making a loan to Hom- 
iny, Oklahoma. Counsel for the PWA 
were expected to point out to the court 
that all existing contracts have been re- 
placed with so-called voluntary agree- 
ments, and that the government is tem- 
porarily financing projects through pur- 
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chase of municipal bonds, so that it re- 
mains in doubt whether a real test case 
will be furnished. A point of interest 
is the fact that this company was pre- 
vented by threat of martial law from 
withdrawing from the city of Hominy 
when its franchise expired last year, yet 
now faces the prospect of being thrown 
out of the village by the PWA program. 
The company’s rates are reported to be 
the lowest in the state. 


NE suit involving the PWA power 

program had already reached the 
Supreme Court. It was brought by the 
Kansas Utilities Co. to enjoin the city 
of Burlington from accepting PWA 
money. Lower courts ruled against the 
company, and the Supreme Court dis- 
missed the suit at the company’s own 
request, for technical reasons. Mean- 
while, however, Newton D. Baker, 
counsel for the Edison Electric Insti- 
tute, conferred with attorneys for the 
company regarding a similar suit di- 
rected against Administrator Ickes in- 
stead of the city of Burlington, as this 
revised procedure was considered neces- 
sary to permit court review of Federal 
powers. 

Many municipal projects will appear 
on local ballots in the November 5th 
election, and seek popular approval for 
the issuance of municipal bonds for the 
portion of construction cost to be fi- 
nanced by the municipality. 


¥ 
Farm Electrification Progress 


CCORDING to statistics recently issued 

by the Edison Electric Institute, 

the number of farms served with elec- 

tricity has increased from 177,561 in 

1923 to 759,160 on June 30, 1935, the 

latter representing about one eighth of 
the total number of farms. 

Efforts of Rural Electrification Ad- 
ministrator Morris L. Cooke continue 
to be directed largely toward reduction 
of rates to farmers. While the REA 
is said to be studying a number of proj- 
ects, it is not clear as yet as to whether 
it has accomplished anything very defi- 
nite in the way of actual construction. 


The Niagara Hudson System recent- 
ly announced a $7,000,000 program for 
extending its service in rural upstate 
New York areas, but Chairman Maltbie 
of the public service commission has in- 
dicated some dissatisfaction with the 
plan, which he states should be started 
in all the thirty-four counties in which 
the system provides service instead of 
being limited to one county, as indicated 
in a plan filed with the REA. 


a 


Sales of Electric Appliances 
Gain Sharply 


—- of electric appliances are ex- 
pected to show an average gain of 
20 per cent this year over 1934. Sales 
of ranges and water heaters were re- 
ported in September to be running about 
40 per cent ahead of last year, under 
the stimulus of new low-cost financing 
plans covering total purchase and in- 
stallation cost. Refrigerator sales, 
while showing the usual seasonal de- 
cline, are expected to remain well above 
last year. Special campaigns have been 
planned to establish the need for refrig- 
eration in cool as well as in warm 
weather. 

Oil burners, while not directly in the 
class of electric appliances, make use 
of electric current and it is interesting 
to note that orders for the first eight 
months of this year were some 36 per 
cent ahead of last year. 


¥ 


SEC to Reorganize Standard 
Gas System? 


ECISION in the test case of the Pub- 

lic Utility Act at Baltimore ex- 
pected in the next few weeks or months 
(as preparatory to a Supreme Court 
review of the act) will be of particular 
interest in its application to Standard 
Gas & Electric Co., which recently filed 
under § 77B of the Federal Bankruptcy 
Act. The American States Public Serv- 
ice Co., already in bankruptcy, has 
raised the legal question at Baltimore 
whether it must register with the SEC, 
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since its reorganization is already in the 
hands of the Federal court. The act 
provides that any final reorganization 
plan must be approved by the SEC and 
also indicates preference for appointing 
the latter as trustee. Unless, therefore, 
application for bankruptcy prior to De- 
cember Ist is ruled as relieving the com- 
pany from registration, the SEC may 
be given full opportunity to reorganize 
the Standard Gas System with its wide- 
ly separated operating groups. Some 
leading gas subsidiaries, with size in- 
dicated by the approximate 1934 gross 
revenues, are the following: 


ee $47,091,000 
Northern States Power Co. 
(Del.) 
Oklahoma Gas & Elec. Co. .... 
Louisville Gas & Elec. Co. .... 
Market St. Rwy. Co. (San 
Fran. 
Wisconsin Public Service Co. .. 
San Diego Con. Gas & Elec. Co. 
California-Oregon Power Co. .. 
Mountain States Power Co. .. 
Southern Colorado Power Co. 


While the System covered its total in- 
terest requirements about 14 times in the 
twelve months ended June 30th, Federal 
Judge Buffington at Philadelphia re- 
strained payment of interest due on 
the company’s gold notes October Ist, 
on the contention that this would give 
illegal preference to this issue (the Wil- 
mington court, where the voluntary pe- 
tition in bankruptcy had recently been 
filed, refused this petition brought by 
debenture holders to stop interest on the 
notes ). 


Fc committee for both 
notes and debentures had recently 
been formed headed by General Samuel 
McRoberts, the interest of the two se- 
curities being considered of equal rat- 
ing. Whether the recent court action 
on the notes will prevent such harmony 
of action is not clear. Besides the $24,- 
649,500 maturing notes there are out- 
standing $49,000,000 long-term deben- 
tures constituting two thirds of the total 
funded debt of the company. The com- 
mittee has urged that a plan of reorgan- 
ization be deferred until the constitu- 


tionality of the Public Utility Act is de- 
termined. Holders of the debentures 
and notes, which ordinarily have no vot- 
ing power, acquired the equivalent of 
voting rights under the 77B proceed- 
ings, according to a letter addressed by 
the committee to holders of these securi- 
ties. 

A protective committee for the pre- 
ferred stock has been formed, headed 
by James W. Gerard, former Ambas- 
sador to Germany. 

In an effort to conform to the Public 
Utility Act, Standard Gas & Electric on 
September 24th sold to its operating 
companies the stock of Byllesby En- 
gineering & Management Co. (which 
“services” subsidiaries) and heads of 
operating companies have now been 
elected to its directorate. 


> 


Efforts to Reorganize Associated 
Gas & Electric Again 
Postponed 


REDITORS of Associated Gas & Elec- 
tric Co. have been attempting for 
over a year to place the company un- 
der § 77B of the national bankruptcy 
act without success. Federal Judge: 
Mack has postponed until November 
6th further hearings on the question of 
the company’s solvency. Counsel for the 
petitioners have now indicated that they 
are codperating with the company’s at- 
torneys in a drastic realignment of the 
system, which they hope to complete 
before the new Public Utility Act goes 
into effect on December Ist. It is said 
that twenty-four holding companies in 
the system have already been eliminated 
—three by dissolution and twenty-one 
by mergers and _ consolidations—and 
steps have been taken for elimination of 
fifteen more. Judge Mack was in- 
formed that counsel hoped to reduce the 
system to one or two holding companies 
owning or directly controlling the 175 to 
200 operating companies. It is difficult 
to see how the remaining large number 
of holding and subholding companies 
can be eliminated in that brief time, 
however. After December Ist approval 
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of all changes would have to be obtained 
from the SEC and the Federal Power 
Commission, as well as the various state 
authorities. 

It was reported that an important 
group of operating companies formerly 
in the Eastern Insull system has been 
acquired by Associated interests in the 
last three months. 

Over two thirds of the fixed-interest 
debentures have now been deposited un- 
der the plan of rearrangement of debt 
capitalization, it has been announced 
by the company. 


* 
Reorganization Plan for 


Middle West Utilities 
Expected Shortly 


HREE plans for reorganization of 

Middle West Utilities Co. have 
been filed in the Federal court at Chi- 
cago and hearings were started October 
8th. Judge Wilkerson urged the nu- 
merous intervening litigants to agree on 
a single plan for his consideration. 
Agreement is said to have been reached 
on all major points except as to the 
amount of stock to be allocated to pre- 
ferred and common stockholders. It is 
reported that only one class of stock 
(with no stock-purchase warrants) will 
be issued, of which some 1,710,000 
shares will go to bank creditors and 1,- 
290,000 shares to holders of the unse- 
cured notes. Whatever additional com- 
mon stock is allotted to stockholders 
will, it is said, be divided into approxi- 
mately equal amounts between pre- 
ferred and common stockholders as 
classes (without assessments). 


¥ 


Notes on Utility Financing 


HE Illinois Bell Telephone Compa- 

ny on September 27th filed a regis- 
tration application with the SEC for 
$45,000,000 first and refunding 34s, 
Series B, due in 1970. While the state- 
ment did not indicate the underwriters, 
it is understood that the group will be 
headed by Morgan Stanley & Co. The 


issue will retire $48,726,200 first and 
refunding 5s (Series “A”) of 1956, the 
latter being called December Ist. The 
maximum price of the new bonds is 
105; the actual offering price will be 
named in an amendment. The applica- 
tion states that the company’s telephones 
declined 21 per cent from April, 1930, 
to August, 1933, and are now about 17 
per cent under the peak level of 1,456,- 
000. About 77 per cent of revenues are 
derived from local service, 21 per cent 
from toll service, and 2 per cent from 
miscellaneous sources. 

Monengahela West Penn Public 
Service Corporation on October 4th 
filed a registration statement with the 
SEC for $32,000,000 first and general 
mortgage 44s due 1960, and $7,500,000 
debenture 6s due 1965. W. C. Langley 
& Co. and The First Boston Corpora- 
tion are expected to be the principal un- 
derwriters. As usual the purpose of the 
bonds is to refund various issues now 
outstanding. 

Connecticut Power Co. stockholders 
have authorized issuance of $2,500,000 
33 per cent bonds to refund the first & 
consolidated sinking fund 5s of 1963 
and the entire issue has been sold pri- 
vately to nine Hartford insurance com- 
panies at 102. 

Central Maine Power Co., subsidiary 
of New England Public Service Co., on 
September 27th filed a_ registration 
statement covering $29,500,000 refund- 
ing 44s due 1960. The application indi- 
cates that refunding plans may include 
$4,000,000 Androscoggin Electric Corp. 


first 44s of 1955. As the latter bonds © 


were issued only last April and are cur- 
rently callable at 105, it is a little diffi- 
cult to understand why the proceeds of 
the parent company’s new 44s should be 
used to retire the underlying bond. 

Five million dollar Atlanta Gas Light 
Co. general 44s due 1955 were offered 
October 2nd at 984 by a syndicate head- 
ed by the First Boston Corporation. 


OCHESTER Gas & Electric Corp. has 
been authorized by the public serv- 

ice commission of New York to issue 
under its general mortgage up to $10,- 
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803,000 25-year 4s, series F bonds. 
They are to be sold not later than Jan- 
uary 1st and at not less than 101, pro- 
ceeds being used to retire the consolidat- 
ed 5s of 1954 of Rochester Railway & 
Light Co. 

The company was also authorized to 
issue $3,950,000 general 4s to be sold 
at 101 not later than March 1, 1936, 
also for refunding purposes. 

Virginia Electric & Power Co. (sub- 
sidiary of Engineers Public Service 
Co.) October 3rd filed a registration 
statement for $37,500,000 4 per cent 
first & refunding mortgage bonds, series 
“A.” dated November 1, 1935. Pro- 
ceeds will be used to redeem on Decem- 
ber 2, 1935 at 104, $26,142,480 first & 
refunding 5s due 1955 and also at 105, 
$6,867,000 first & refunding 5s due 
1954. The proposed offering date is 
October 22nd and the proposed maxi- 
mum offering price 103 (exact price to 
be filed in an amendment). Underwrit- 
ers include Stone & Webster and 
Blodget, Brown Harriman & Co., and 
others. 

Pacific Lighting Co. October 8th of- 
fered $10,000,000 debentures sinking 
fund 44s due 1945 at 100, the syndicate 
being headed by Blyth & Co., Inc. 

Twenty million dollars Dayton Power 
& Light Co. Ist and refunding 34s of 
1960 were successfully offered at 994 
October 14th by a syndicate headed by 
Morgan Stanley & Co. 


Company Amount 


Consolidated Gas Co. ..... $60,000,000 
Consolidated Gas Co. ..... 50,000, 
Brooklyn Edison 

Consolidated Gas Co. ..... 

New York Edison 

New York Edison 

Brooklyn Edison 

New York Steam Corp. ... 

N. Y. & West. Lighting ... 

New York Steam Corp. ... 

New York Steam Corp. ... 

N. Y. & West. Lighting ... 

Bronx Gas 

No. West. Lighting 

N. Y. Suburban Gas 


deb. 5 
Ist & ref. B5 
Ist & ref. C5 


$300,000,000 Consolidated Gas 
Co. Refunding Program 
Discussed 


EPLACEMENT of nearly $300,000,000 
Consolidated Gas bond issues 
bearing coupon rates of 44 to 6 per cent 
with new 34—4 per cent securities is said 
to be under consideration by the com- 
pany’s bankers. The principal issues 
which might be redeemed are the $60,- 
000,000 debenture 44s and while the re- 
demption notice could be issued No- 
vember Ist, it seems more likely that 
December Ist will be chosen as the an- 
nouncement date. Although the Na- 
tional City Co. formerly handled Con- 
solidated Gas Co. offerings, it is thought 
that Morgan Stanley & Co., Inc., may 
head a syndicate to undertake the major 
financing for the company, with other 
participants including Brown Harriman 
& Co., Lazard Freres & Co., and Blyth 
& Co. It is estimated that if refunding 
of all the securities of the Consolidated 
Gas system were accomplished at an 
average rate of 33 per cent, this would 
mean a yearly saving of around $3,500,- 
000, which amount would be equivalent 
to about 30 cents per share on the com- 
pany’s common stock. The accompany- - 
ing table, compiled by The Wall Street 
Journal, includes system bond issues 
callable within the next few months 
($30,000,000 New York Edison 64s are 
not redeemable until October 1, 1936.) 


7 


Call Current 


Coupon Price Market 


deb. 44 1072 
deb. 54 , 105% 
A5 Jan. ; 108% 





What the State 


Commissioners 


Are Thinking About 


Excerpts from the opinions expressed in reports 
and addresses at the annual convention of the 
National Association of Railroad and Utili- 
ties Commissioners in Nashville, Tenn., from 
October 15th to October 18th, 1935. 


On Rate Negotiations 


£6 HIS commission (Illinois) has been 

very successful during the past two 
years in securing agreements with companies 
as to the reasonableness of rates without re- 
sorting to the usual long drawn-out and ex- 
pensive valuation procedures. This has been 
due in part to the employment and develop- 
ment of a capable staff equipped to analyze 
critically books and records and partly 
to constructive methods and short-cuts in 
valuation procedure developed by our engi- 
neering department. It is our feeling that the 
cumbersome valuation procedure of the past, 
more perhaps than any other one element, 
has been responsible for putting regulation ‘on 
the spot.’ We have found that where 
inventories and appraisals of properties as of 
some earlier date are available, index num- 
bers, developed for the particular areas and 
for the specific types of property under in- 
vestigation are fairly reliable for trending 
purposes and give results within a reasonable 


range of accuracy—certainly within the range 
of accuracy ordinarily obtained when arriving 
at the fair rate of return. As to perpetual 
inventories, the large companies in the state 
have maintained such property records for 
some years and we have found them of value 
in making valuation studies. However, we 
do not feel that such costly systems can logi- 
cally be imposed upon small companies.” 
—B. F. LinpHEIMER, 
Chairman, Illinois Commerce 
Commission. 


<4 HERE is one idea that I have thought 

about considerably ‘ that is to 

fix the value (rate base) by arbitration rather 

than by long drawn-out cases. Public opinion, 

however, has to be dealt with in this pro- 
cedure.” 

—Harry V. WENG 
Chief Kalen o Indiana Public 
Service Commission. 


e 


On Rate Case Procedure 


€¢ uR department (Arkansas) has been 

giving considerable study to the ques- 
tion of hastening appraisals and rate investi- 
gation. It is the opinion of the writer that 
there has been too much delay in this work. 
We are now requiring the companies to file 
inventories and appraisals of their physical 
properties. The inventories are made in the 
field, either under the supervision of our 


men, or spot checked by our men. Forms 
are prepared by the department on which all 
property is definitely located. Our men check 
for errors. The plan is now being employed 
in connection with the natural gas properties 
in this state, book value around $60,000,000, 
and we believe that not more than six or seven 
months will elapse from beginning until con- 
clusion of the hearing. Our engineers will 
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make a study of the whole property for the 
purpose of determining depreciation as well 
as excess building or property not used and 
useful. Another method adopted with the 
approval of the companies is to require ac- 
countants and engineers, both for the depart- 
ment and for the companies, to reduce to 
narrative form their testimony-in-chief, and 
together with exhibits served on the opposite 
party and the department at least ten days 
before the date set for the hearing. This 
will enable the counsel to immediately go into 
cross-examination. When the company sub- 
mits its appraisal it must also submit a 
copy of the quotations of the prices which it 
uses and its methods of arriving at labor 
performance cost.” 
—P. A. LAs_ey, 
Chairman, Arkansas Depart- 
ment of Public Utilities. 


6é HIs (District of Columbia) plan... 
in essence provides for a sliding-scale 
determination, . . . an agreement.on the 
value of the property as of June 30, 1924, and 
provides that to this basic figure there shall 
be added yearly the weighted average of net 
additions and betterments. Depreciation is de- 
ducted from the total on a sliding-scale basis, 
which provides for depreciation accruals at 
the rate of 2.3 per cent of the rate base 
until a 15 per cent reserve is reached, after 
which the accruals become progressively less 
until a reserve of 20 per cent is reached. 
Thereafter, depreciation accruals cease until 
the reserve is depleted below 20 per cent. The 
plan makes provision for automatic adjustment 
of rates. It is criticized by some on 
the ground that the rate base is inelastic. It 
is probable that a reappraisal should be made 
from time to time in order to meet this 
criticism, but such reappraisal, if made, would 
not change the basic nature of the sliding- 
scale method. We are now engaged 
in a gas rate case and are using our 1932 
valuations in the process. They are 
applying appropriate factors to the reproduc- 
tion figures of the 1932 valuation in order to 
bring them up to date. . . .” 
—Rurey E. Etcen, 
Chairman, District of Columbia 
Public Utilities Commission. 


“V\/ = adjustment of values claimed 
required, we (of the Georgia com- 
mission) fixed base values and trended addi- 
tions and betterments by carefully prepared 


indices, and we still believe this to 
be an entirely practicable and fair proceeding 
for expedition of rate cases. Perpetual 
inventories have much to recommend them, 
but one must first have a basic inventory es- 
tablished. Personally, I think it would 
be well worth while to set up a department 
in the offices of the National Association to 
gather up-to-date price data on all equipment 
and commodities involved in utility appraisals 


supplemented by plant costs in place and from 
such entirely pertinent data prepare indices 
applicable to more or less distant localities. 
Such indices would then rest on a broad base, 
which the court could not lightly disparage.” 
—Curtis A. MEEs, 
Consulting Engineer, Georgia 
Public Service Commission. 


coWWVE (of the Maine commission) are 
now working upon a general program 
contemplating the analysis of the investment 
accounts of all the large —s companies 
prior to 1915, and our chief account- 
ant is working on the preparation of a new 
accounting classification, wherein provision 
will be made to some extent for a continuous 
or perpetual inventory of the major units 
of property of the larger companies. The 
details . will depend somewhat upon 
existing data and the work involved in main- 
taining a perpetual record.” 
—ALBert J. STEARNS, 
Chairman, Maine Public 
Utilities Commission. 


6¢7N view of our failure (in Maryland) 

with the perfectly legal and, to our 

minds, proper method of arriving at a value 

of a property, which value had been fixed 

by the court ten years before, we are loath 
to embark upon new methods at this time.” 

—Haroitp E. West, 
Former Chairman, Maryland 
Public Service Commission. 


o's (Massachusetts) department has 
not adopted any new methods or ideas . 
in the last few years in relation to expedit- 
ing valuations and procedure. I think you 
will appreciate that this department has al- 
ways been hostile to valuations, believing that 
they unnecessarily protract investigations as 
to the propriety of rates, and, so far as pos- 
sible, it has been the policy to avoid the 
consideration of the value of property under 
the theories enunciated by the United States 
Supreme Court. For years in this common- 
wealth a system which provided for a more 
or less continuous or perpetual inventory has 
been maintained. We have endeavored to es- 
tablish rates based primarily on the capital 
embarked in the enterprise, but not entirely 
so, as we have been obliged to recognize to 
some extent surpluses because of the so-called 
Massachusetts premium law. Of course we 
have always taken into consideration the 
matter of efficient management. . . .” 
—Henry C. Atrwitt, 
Chairman, Massachusetts De- 
partment of Public Utilities. 


<4 ( H ANDICAPPED by failure of the legisla- 

ture to appropriate funds for an in- 
vestigation and valuation, the Nevada com- 
mission has put out a show cause order re- 
quiring the service company generally supply- 
ing electricity, water, and gas, to appear and 
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show reason why certain schedules should not 
go into effect.) In making this show cause 
order . . . the New Deal ogg | of rate 
making now being used in the Tennessee 
valley has controlled my thought along this 
line. . This new scheme of rate making 
demands immediate reduction in the present 
rates, with an inducement rate which will 
make an ultimate rate that will allow the 
consumer to receive finally a greater reduc- 
tion as time goes on.” 
—Hariey A. Harmon, 
Chairman, Nevada Public 
Service Commission. 


he epee legislation affecting public 
utility regulation in New Jersey was 
passed at the last session of the legislature. 
io A study will include the problem 
of expediting valuations by new methods and 
procedure but does not contemplate continu- 
ous or perpetual inventories. A study will 
be made of the ‘questionnaire system’ which 
is now in force in Ohio and some such system 
may be adopted in this state.” 
—Emmett T. Drew, 
Secretary, New Jersey Board of 
Public Utility Commissioners. 


¢¢ TN my opinion, two things are essential 
to effective regulation. One is a con- 
tinuing property record, which will show the 
property of each utility; and the other is 
a system of accounts whereby the original 
cost of such property is currently shown by 
accounts. There is a third factor, of course, 
and that is the establishment of a proper 
depreciation reserve, so as to show the amount 
of accrued depreciation in the property at any 
time to reach such depreciation. Apparently, 
it will take time to reach this ideal condition, 
but it is essential to prompt regulation, and no 
regulation can be effective unless it is prompt. 
I believe that the principle criticism of regu- 
lation at the present time, so far as rates 
are concerned, is due to the delay in passing 
upon complaints as to the reasonableness of 
rates, and that such delay is largely due to 
the decision of the United States Supreme 
Court regarding reproduction cost as a neces- 
sary factor and the failure of companies to 
keep continuing property records and to show 
the original cost of such property and the 
accrued depreciation which is actually in 
existence.” 
—Mmo R. MAttstr, 
Chairman, New York Department 
of Public Service, State Division, 
Public Service Commission. 


Am happy to reply by stating that this 


commission (Ohio) on March 1, 1934, 


iat | 


adopted a so-called code of procedure touching 
this subject (of expediting valuations by new 


methods). Since then, the code has been 
applied in one formal rate case, in East 
Ohio v. Akron. The record in this case was 
materially shortened. Much time and ex- 


poms has been saved. The interested parties 
ve approved. We feel on the basis of a 
conservative estimate that 50 per cent sav- 
ing has been accomplished. € propose to 
revise the code and are considering suggested 
changes. Liberal use of stipulations and 
agreements has been made. We have felt, 
under order issued by the commission direct- 
ed to the interested parties to jointly prepare 
the case for presentation, that much has been 
accomplished, particularly with respect to de- 
termining accrued depreciation and allocation, 
It is reasonably certain that rate case proced- 
ure must be changed because it is too expen- 
sive, both as to time and dollar cost. 

“The code briefly summarized, provides: At 
least ten days before a witness is to be called, 
a copy of his testimony shall be submitted to 
Opposite counsel and to the commission, and 
shall be indexed and bound. Expert submits 
his qualifications in narrative form. Testi- 
mony as to costs shall include ‘a proper 
break-down of the elements of such costs on 
each account, both as to quantities and units,’ 
Such testimony is incorporated in the record 
as the evidence-in-chief of the witness. A 
short statement by counsel is permitted which 
shall not be argumentative. Cross-examina- 
tion may be direct or by written interrogato- 
ries and evidence in rebuttal ‘shall be submit- 
ted in the same manner as provided for evi- 
dence-in-chief.’ Testimony taken in other 
cases may be incorporated by reference or by 
introduction of a copy thereof with the right 
to counsel to call for cross-examination. Com- 
mission may call upon its own engineers upon 
any point in issue. Where testimony is intro- 
duced as to reproduction, if the books of the 
company disclose actual costs of the actual con- 
struction, such actual cost shall be submitted for 
consideration. Appraisals presented shall set 
forth the valuations for each class of physical 
property separately under designated columnar 
headings. The case shall be ready for trial with- 
in six months after filing with recognized right 
of commission to take summary action. The 
code itself and proposed amendments are com- 
plicated. They may well be discussed by the 
convention.” 

—E. J. Hoppre, 
Chairman, Ohio Public 
Utilities Commission. 


74 ITH the exception of four or five small 
properties, practically all of the (Ten- 
nessee) utilities have been valued and at this 
time have rate bases established. During the 
past year we (of the Tennessee commission) 
have had very few rate or valuation cases, 
since practically all rate changes have been 
put into effect through negotiation.” 
—Matcotm R. WILLIAMs, 
Engineer, Tennessee Railroad and 
Public Utilities Commission. 


(74 O@ (Virginia) commission has devoted 
considerable thought to the matter of 
expediting valuations by the continuous or 
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rpetual inventory methods. During the past 
vveral weeks, we have been making a study 
of the inventory records kept a the larger elec- 
tric utilities in Virginia and results of the 
study indicate that several of these ne 
utilities have working towards the ob- 
tainment of complete and continuous inven- 
tory records. We are planning on having an 
informal hearing sometime before the close 
of this year, with the accounting officers of 
all electric utilities for the purpose of obtain- 
ing their views on the installation and keep- 
ing of perpetual inventories.” 
—Tuomas W. OzLIn, 
Chairman, Virginia State 
C orporation Commission. 


ad gy the difficulties of trend figures 
we are preparing to work up trends 
for each utility by the major classes of equip- 


ment . . . in its particular section of the 
state. . . . We hope to escape the criticism 
that has been brought forth by the indiscrim- 
inate use of trend figures. Regarding depre- 
ciation: Actuarial methods of pore Fam at 
accrued depreciation may be sound as a whole 
when unbiased experience in any one par- 
ticular commodity and/or locality has estab- 
lished sufficient facts upon which to set up 
that basis. Why stir up an argument 
covering hundreds of pages of transcript over 
a few per cents or a few thousands of dollars 
where it is possible to reach an agreement 
covering this item. Our experience is that 
companies are inclined to be reasonably fair 
on the matter of present condition of prop- 


erty.” 
—Earte H. Morris, 

Chief Engineer, West Virginia 

Public Service Commission. 


e 


On Use of Perpetual Inventories 


aed @ es commission (Colorado) has ap- 
pointed a committee consisting of 
some of our office personnel, representatives 
of the utilities and of the public to formulate 
some practical plan relative to the keeping 
of continuous or perpetual inventories and 
records. This committee has done some work, 
but no report has as yet been submitted and 
no definite action has been taken by the com- 
mission. We are firmly of the opinion that 
action along such lines will result in con- 
siderable benefit and wy ge & of = sooeneeee. ‘ 
—Epwarp E. 
Chairman, aaa Public 
Utilities Commission. 


T4 HIS commission (Connecticut) has not 

adopted continuous or perpetual inven- 

tories for the reason that the expense for most 

companies would be relatively large and the 

plan might retard rate reductions or make 
them impossible.” 

—Epwy L. Taytoi 
Chairman, C: ties Public 
Utilities Commission. 


667 aux we (of the Illinois commission) 


still have an open mind on this sub- 
ject, our present feeling is that perpetual in- 
ventories in such detail as required, for ex- 
ample, by the New York commission are too 
meticulous and detailed. . . However, we 
are still studying this problem and following 
the experience in New York with considerable 
interest. In a few cases during the past two 
and one-half years we have found it neces- 
sary to have our engineering section prepare 
appraisals of physical property in detail ; 
in two ways: (1) by a short-cut method of 
inventory and appraisal, and (2) by a com- 
bination of methods designed for pur- 


poses of negotiation. . . It is rather 
remarkable how closely the ‘results approached 
those arrived at by the aed accepted 
detailed methods of procedur 
—B. F. Lausanne. 
Chairman, Illinois Commerce 
Commission. 


¢¢ AFTER completion of inventory and ap- 
praisal made of properties of class A 
telephone companies in Minnesota in 1918, this , 
commission issued an order requiring "such 
companies to open up and maintain a set 
of records for each exchange operated in the 
state. . . . The commission, as well as the 
telephone companies, anticipated that such 
records would constitute a perpetual inventory, 
and would either obviate the necessity of 
making new appraisals or the information 
contained might well be used, or at least 
helpful, in determining reasonable appraisal 
unit costs. Instead the telephone companies 
‘ in each instance have insisted that 
the records so maintained did not set forth 
sufficient detail, were more or less inaccurate 
. and that a new inventory and appraisal 
must be made. In the St. Paul Rate Case 
which was initiated some three years 
ago the record shows that the company has 
now spent in excess of $350,000 in the prepara- 
tion of its inventory and appraisal and presen- 
tation of evidence. . In my opinion, 
the chief reason is that . . . the 
burden of proving existing rates to be unrea- 
sonable rests upon ~ a This com- 
mission has . . empted to have passed 
; a bill which woul place this burden 
upon the telephone companies, require them 
to provide the expense incurred in rate case 
proceedings, and once an inventory and ap- 
praisal had been made, thereafter furnish such 
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detail data as the commission might require, 
to show the number and cost of units installed 
and retired each year. In my opinion, a per- 
petual inventory of plant units, plant costs, 
er trend values could be kept which would 
make unnecessary a reinventory of telephone 
properties. Had the last legislature enacted 
the bill . . . the commission would then 
have the authority to secure from the 
company each year . the number and 
cost of plant units installed and retired each 
year, together with such additional cost data 
as might be required to maintain records 
which would permit the compilation of cost 
trends having direct relationship to each class 
of telephone property.” 
—Frank W. Matson, 
Chairman, Minnesota Railroad 
and Warehouse Commission. 


¢¢ JQEALIzING that prompt action on rate 
cases cannot be taken unless companies 
keep a current and continuous record of the 
property used and useful in the public service, 
the commission adopted systems of accounts 
requiring all utilities except railroads and 
street railroads to prepare and to maintain a 
continuing property record. This action was 
immediately taken into court, and in order 
to remove any question as to the legal author- 
ity . . . the commission recommended 
. « . enactment of a bill explicitly conferring 
upon the commission power to require utilities 
‘to establish, provide, and maintain continuing 
property records, including a list of inventory 
of all property actually used in the public 
service. The governor made this recommen- 
dation . . . and the law was enacted as 
recommended. An order requiring 
companies to maintain such records 
was taken into court, and the appellate "di- 
vision has decided that the commission has 
—— to require continuing property rec- 
or 
—Mito R. MAttsir, 
Chairman, New York Department 
of Public Service, State Division, 
Public Service Commission. 


iT 4 HE policy of this commission (North 
Teeny is set forth clearly in the 
order of this commission issued on January 


15, 1934, which requires: ‘That each and 
every electric, artificial gas, street railway, 
water, and telephone utility, operating under 
the jurisdiction of this commission, is hereby 
directed to file . a complete inventory 
of its physical property in- actual use and 
such other items which are deemed by it 
to be factors in determining the rate base 
of the utility. The period for which 
each item of property has been idle shall be 
shown and explanation made as to why same 
is not in use. That the property divisions 
enumerated in the schedules above shall be 
broken down into units . . and each 
unit shall be so independently ‘located that all 


properties may be readily checked or verified. 
. In listing each item, its original cost, 
its age, its expected longevity, its reproduc- 
tion cost, new, its reproduction cost, new 
less depreciation, must be shown. In cases 
where plants or other properties have been 
purchased at a sum tota ~ therefore, 
make it impossible to show the agen cost 
of the segregated items, then in lieu of cost 
Price the prudent investment value shall be 
used.’ It further requires records 
showing by actual experience the longevity 
of property and the service life of property. 
That with the annual reports of all utilities 
shall be filed a statement . . . showing 
all property added and all property with- 
drawn from fixed capital during the year, 
in both cases statements shall be itemized in 
the same manner as the inventory called for 
by this order. The policy adopted in re- 
quiring all additions and withdrawals by the 
utilities to be shown in segregated form for 
each calendar year, thus making a perpetual 

inventory, is the most valuable feature.’ 

—STANLEY WINBORNE, 
Chairman, North ‘Carolina 
Utilities Commission. 


SoWE have been quietly working toward 
a ‘perpetual inventory’ or ‘fixed cap- 
ital record’ system using the original or his- 
torical cost as a basis. Our plan 
contemplates arriving at a stipulated valua- 
tion with each utility. Obviously this will re- 
quire complete codperation and a greater use 
of the conference table. It also will require 
strict supervision over each utility’s account- 
ing practices. We anticipate that where com- 
plete agreement cannot be arrived at, and stip- 
ulated, that at least the field or controversy 
will be narrowed so materially that investiga- 
tion, hearing, and determination by order will 
be confined to such narrow scope as to great- 
ly reduce cost and friction. . . . To date 
we have had experience with only one valua- 
tion case where we have used this method, but 
in that particular instance it proved very 
successful and avoided a long drawn-out in- 
vestigation and valuation procedure. The 
utility itself codperated fully as soon as its 
officers realized the mutually beneficial goal 
toward which we were heading.” 
—Franxk C. McCottoca, 
Commissioner of Public 
Utilities, Oregon. 


T 4 HIS commission (Pennsylvania) has 

not adopted any new methods, but we 

are somewhat impressed with the idea of a 

‘continuous’ or ‘perpetual’ inventory plan. 

Before the adoption of such a plan, however, 

careful consideration will necessarily have to 

be given to the details thereof in order to de- 
termine oi ing 

—C DNOUGH, 
FD nen Pennsylvania Public 
Service Commission. 


648 





oe il an tl te et ee ee ee ee ok, | Ol 


WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On Transportation Regulation 


6c. . . if there were separate commis- 
sions or even separate divisions, created by 
statute, to administer different branches of 
a common transportation industry, there 
would be occasions for jealousies. There 
simply cannot be any such so long as each 
class of that general industry realizes that 
all may bring to a central body their respec- 
tive viewpoints, but that every one must be 
content to have its individual problems ‘head 
up’ through that central agency of control. 
The Interstate Commerce Commission simply 
must and will have no favorites except the 
general public. It simply must realize that 
every one of the agencies of transportation 
has its peculiar and individual claim for con- 
sideration in advancing the good of the whole 
industry; and that the transportation indus- 
try itself, great and important as it is, must 
find the explanation of its existence and the 
reason for its development in the advance- 
ment of all industry; in fact, that industry, 
as a whole, must realize that even it is, after 
all, only a great part of a great whole, which 
body politic, as a whole, is to be thought of 
as that great collection of human beings 
which we like to think of and love as the 
United States of America.” 
—Hucu M. Tate, 
Chairman, Interstate Com- 
merce Commission. 


<4 Fe many years, this Association has 
felt the need of, and has used its best 
efforts to have passed, a law regulating motor 
vehicles doing wholly an interstate business. 
At last, this has been accomplished. It did 
not pass the Senate as we desired but we 
succeeded in getting the amendments we fa- 
vored adopted by the House and retained by 
the Conference Committee. We feel that the 
law, as finally passed, is as good as might be 
expected. Its success will largely depend up- 
on its administration, and since its adminis- 
tration has been placed in such true and tried 
hands, the success of this new form of Fed- 
eral regulation of motor vehicle transporta- 
tion seems assured. The rights of the states 
have been reasonably well preserved, and I 
speak with confidence when I say we will 
receive from the Federal agency, in charge 
of the administration of this law, most agree- 
able codperation. It is not expected that this 
body will attempt to exert any undue en- 
croachment upon the rights of the several 
states.” 
—H. Lester Hooker, 
(Virginia), 
Chairman, Committee on 
Legislation. 


<4 HE Motor Carrier Act, 1935, is an- 
2 other modern illustration of the pos- 
sibility of building, in a very up-to-date way, 


upon the best of the older principles. I have 
in mind an application of the balances be- 
tween national jurisdiction and state rights. 
It does really seem as if the fathers who 
built and developed the Constitution should 
have been almost literally inspired. . . . 

_ “A splendid illustration of these balances 
is to be found in this Motor Carrier Act, 
1935. Who could have foreseen just a few 
decades ago how important it would be to 
leave the problems of the law of the high- 
way to the consideration of both the national 
and the state bodies? And yet how nearly 
necessary such consideration has become, and 
how well such consideration has been ob- 
tained in the provisions for a national body 
and yet joint boards which would bring the 
local viewpoint of the states and the groups 


of states.” 
—Hucu M. Tate, 
Chairman, Interstate Com- 
merce Commission. 


<4 HE proposed Federal funds allotted for 
grade crossing eliminations in the re- 
spective states will permit of a considerable 
number of projects to be undertaken in the 
near future. Such expenditure can be con- 
sidered of supreme importance in rendering 
the crossing of railroad tracks safe for travel. 
A radical change has taken place in the grade 
crossing problem by the increasing highway 
traffic. The number of vehicles crossing the 
railroads at grade is immeasurably greater 
than the number of trains crossing highways., 
The elimination of grade crossings in the past 
was to an extent for the benefit of the rail- 
roads; at present the major benefit is for the 
public. Recognition of this situation is em- 
phasized by the contribution of public funds, 
both Federal and state, in rendering highway 
crossings safe for travel.” 
—Harry BAcHARACH, 
(New Jersey), 
Chairman, Committee on 
Safety of Operation. 


¢¢ Gconomic justification may be found for 

some of the diversion of traffic from 
the rails where, considering both cost and 
service, the truck has proven the more ef- 
ficient carrier. For some types of traffic the 
trucks’ lower terminal cost, combining as it 
does both terminal and hauling service in a 
single operation, more than offsets the rail- 
roads’ cheaper hauling cost. Such justifica- 
tion does not, however, extend to the large 
volume of low grade commodities such as 
coal, cement, sand, and gravel hauled by truck 
for long distances, because for them the rail- 
roads can and do provide cheaper handling 
with equal, or greater, speed and service. 
Large, relatively slow-moving trucks hauling 
low grade commodities not only deprive the 
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rails of traffic they should have by virtue of 
their more efficient handling, but they con- 
stitute a menace to other motor traffic.” 


—Anprew R. McDona p, 
Retiring President, National Association 
of Railroad and Utilities C ommissioners. 


e 


On Federal-State Relations 


¢¢ JT is my purpose, to give the general 

assurance that your brethren on the 

National Commission are truly and sincerely 

interested in the problems of the various 

state commissions, that there is a steadily in- 

creasing sympathy, which is, more and more, 

being practically demonstrated in the deliber- 

ations of the commission and in its official 
reports and orders.” 

—HucH M. Tarte, 
Chairman, Interstate Com- 
merce Commission. 


sed Yom. authority granted to the Federal 
commission to regulate the interstate 
wholesale rate furnishes the opportunity to 
prevent those rate discriminations which com- 
panies have sometimes perpetrated in favor 
of the consumers of one state at the expense 
of consumers in another; discriminations 
which the state commission is powerless to 
prevent. I now have reference to those situ- 
ations where an interstate operating company 
generates energy in one state and distributes 
part of the energy in that state and sells the 
remainder into another state to an unaffiliated 
company under a wholesale contract. As I 
have just stated, the consumers in the receiv- 
ing state in such a case may suffer from an 
unreasonably high wholesale rate which the 
commission of that state, in the absence of 
fraud, is unable to prevent. But, by the doc- 
trine of the Attleboro Case, neither the com- 
mission in the receiving state nor the com- 
mission in the exporting state can lay its 
hand upon this interstate contract between 
unaffiliated companies; and, as a result, the 
consumers in the exporting state may suffer 
from an unreasonably low wholesale rate 
which discriminates in favor of the other 
state.” 
—C.Laupe L. Draper, 
Commissioner, Federal 
Power Commission. 


24 O* my own responsibility, and concurred 

in by the South Carolina commis- 
sion, I had introduced, by (U- S.) Congress- 
man Woodrum, of Virginia, an amendment 
(to the Federal Public Utility Act of 1935) 
which had for its purpose the complete and 
unquestioned preservation of the rights of the 
states. This amendment was adopted by the 
House. However, it was cut out by the 
Conference Committee in the compromise 
made by the committee, in order to reach an 
agreement on the bill and assure the passage 


of some legislation on this subject at the past 
session of Congress. I do not believe that 
this amendment would have been eliminated 
but for the mad rush of Congress to adjourn. 
With the elimination of this amendment, I 
am certain that there will be some duplica- 
tion of authority between the Federal Power 
Commission and the state regulatory com- 
missions over matters essentially intrastate. 
Just what may be the final effect of such 
duplication of authority remains to be seen. 
If, as was stated to Congress, this duplication 
of authority is for the purpose of assisting 
state commission regulation, and not infringe- 
ment thereupon, such duplication will not be 
detrimental. Much will depend upon the co- 
Operation received by the state commissions 
from the Federal Power Commission. It is 
to be hoped that we may receive such codp- 
eration. Otherwise, there will, no doubt, be 
endless litigation over matters essentially in- 
trastate. I take it, that no state proposes to 
surrender matters over which it has full and 
complete jurisdiction and over which it can 
render efficient and economical service, which 
is certainly in the interest of the public.” 
—H. Lester Hooker, 
(Virginia). 
Chairman, Committee on 
Legislation. 


aad | MAKE bold to challenge the good faith 
of those interests that with their left 
hand pretend to defend the power of state 
regulation against so-called Federal encroach- 
ment, while with their right hand they at- 
tempt to strike down the power of state reg- 
ulation, using as their weapon the plea of 
Federal constitutional authority. I risk the 
suggestion that the real concern of those in- 
terests is not the rights of the state; that 
their real purpose is to drive a wedge between 
the state and nation and to becloud the real 
issue in the public mind. And the real issue, 
gentlemen, is not one of state versus Fed 

sovereignty. The real issue is one of public 
interest versus private interest; the public in- 
terest represented by state and nation and the 
private interests represented in many in- 
stances by the forces of greed and selfish- 


ness.” 
—Craupe L. Draper, 
Commissioner, Federal 
Power Commission. 


¢€¢\7ourR committee is of the opinion that it 
is unfortunate that so little use of the 
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cooperative procedure is made in the im- 
portant class of cases for which it was orig- 
inated. That codperation was designed for 
use in Shreveport cases is demonstrated by 
the discussion of Commissioner Meyer before 
this Association in 1916; by the discussion in 
the conventions of this Association, and in 
reports of the Interstate Commerce Commis- 
sion to Congress, which antedated the enact- 
ment of the codperative provisions of § 13; 
by the express lan e of the statute; by 
the comment of Commissioner Clark thereon 
when the Transportation Act was under con- 
sideration before the House Committee; and, 
finally, by the provisions of the codperative 
agreement itself. 
—REeEportT, Committee on Codperation be- 
tween Federal and State Commissions. 


sad bi is with a great deal of satisfaction 
that I refer to recent Federal enact- 
ments and to the complete manner in which 
the rights of the states have been protected. 
Theses acts and the Communications Act, 
1934, cover communications companies, elec- 
tric utilities, and motor carriers,—the compa- 
nies which, aside from steam railroads, are 
the principal subjects of state regulation. 
We may properly take a great deal of satis- 
faction that the field of state regulation as 
respects these utilities has been so well pro- 
tected. That this is due in principal part to 
our Association is not open to doubt; and I 
feel that this fact should be well understood 
and appreciated.” 
—AnbrEW R. McDona_p, 
Retiring President, National Association 
of Railroad and Utilities Commissioners. 


<4 HE state commissions have shown a 

splendid spirit of codperation since the 
Federal Communications mmission came 
into being. In important matters and cases 
before the Federal Communications Commis- 
sion they have codperated to the fullest ex- 
tent. Representatives of state commissions, 
invited to attend important hearings and con- 
ferences with the Federal Communications 
Commission, have been helpful in supplying 
facts and suggestions. At the request of the 


Federal Communications Commission, vari- 
ous state commissions have recently supplied 
copies of records, briefs, and exhibits in 
telephone cases heard and decided by them, 
for study in connection with investigations 
now being made into the telephone indus- 


—Paut A. WALKER, Chairman, 
Telephone Division, Federal 
Communications Commission. 


“sy regulation is to be successful, there 
must necessarily be close codperation 
between: the state and the Federal commis- 
sions. If the state commissions cannot effec- 
tively regulate the telephone utilities because 
of a lack of jurisdiction over telephone com- 
panies and their subsidiaries which operate 
interstate, neither can the Federal Com- 
munications Commission, under the Com- 
munications Act of 1934, adequately regulate 
the interstate telephone utilities without the 
active coOperation and assistance of the state 
regulatory commissions.” : 

—Paut A. Wacker, Chairman, 

Telephone Division, Federal 
Communications Commission. 


e 
On Rates 


‘es (rate) committee is of the opinion 
that the blocking of a public utility 
rate should be adapted to the degree to which 
the market has been developed, and that in 
view of the stage of development of the 
industries, the blocking of rates should recog- 
nize, on the one hand, the relative inelasticity 
of the demand for services in a market al- 
ready obtained, and on the other hand, the 
elasticity of the demand for services for new 
uses. This is simply a recognition that the 
utility industries are at the present time in 
a buyers’ market in which they must meet 
demands with schedules designed to develop 
specific uses. 

“In the light of this historical analysis, it 
seems inappropriate to base rates entirely up- 
on an allocation, necessarily theoretical to 
some extent, of engineering costs, with in- 
sufficient consideration of the proper economic 
exploitation of the customer’s market. The 
latter principle, to be sure, has been followed 


in the design of rates for the more com- 
petitive industrial load, but at the expense 
of the residential and commercial groups, 
and it is for greater utilization by these 
groups that public utility rates must be 
formed.” 
—Report, Committee on 
Public Utility Rates. 


66 HERE has been an increasing amount 

of pressure upon our regulatory com- 
missions for simplification of public utility 
rate schedules. The public feels that it has 
a right to expect that rate structures shall not 
be needlessly complicated, and that the terms 
and conditions on which its essential services 
will be furnished shall be stated as clearly 
and simply as possible. 

“Simplicity in rate forms will unquestionably 
result in more satisfactory relations between 
utilities and their customers, in more effective 
promotional sales work by the companies, and, 
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therefore, in a wider dissemination of use of 
utility services essential to the public welfare. 
The early and progressive attainment of this 
result is indeed one of the requirements for 
the continuation and development of the pres- 
ent system of regulation. The great majority 
of utility customers do not understand why 
rates should be based upon certain necessary 
elements of cost nor do they evidence any 
desire to learn why such factors must 
considered in designing a rate structure. They 
rather stubbornly fail to see why there is, 
or should be, any difference between the 
method of charging for a pound of sugar and 
a unit of utility service. Experience has 
amply demonstrated that simple rates, even 
though designed with some variation from a 
scientifically correct distribution of the cost 
burden, but having public approval, will re- 
sult in a much greater development and usage 
of a public utility service than will rates 
which may be technically accurate but com- 
plicated.” 
—Report, Committee on 
Public Utility Rates. 


¢¢ JN summary, your committee (on public 
utility rates) recommends that this 
association place itself definitely on record in 
favor of the block form of rate for residential 
services and small commercial service with 
the indirect service charge. This form of rate 
is particularly well adapted for development of 
the present potential markets for utility serv- 
ices; it conforms within reasonable limits to 
the cost-of-the-service principle; and it can 
be adjusted to local conditions without sacri- 
ficing the desired qualities of simplicity and 
uniformity.” 
—REeEport, Commttee on 
Public Utility Rates. 


6 “T= chief and most persuasive argument 
against the so-called service charge is 
psychological, it leads to legislative reprisals. 
Some consumers believe they are required to 
‘pay something for nothing’ and therefore 
object. 
“Recognizing this danger but believing that 
a policy of frankness and openness should first 
be tried, the Wisconsin commission four years 
ago started upon a program for simplifying 
“and standardizing the form of rate schedule 
for household and small store uses of electric- 
ity. The fixed charge and block energy form of 
schedule was tried first with the cooperation 
of three municipally owned utilities. This 
form of schedule has since gradually displaced 
other and often more complicated types until 
now practically three fourths of the urban 
population of the state is billed under the 
same form of rate schedule for household and 
store uses. he commission has _ specified 
the identifiable customer costs which are in- 
cluded in the fixed charge and has shown 
that these costs are materially less on the 


average than the $1 a month or more fre- 
quently claimed. The commission has also 
pointed out the advantages of a simple, stand- 
ard form of rate enabling ready checking 
and comparison of bills by customers them- 
selves. Also by segregating these costs from 
the energy charges, the latter have been 
quoted at a materially lower level than could 
otherwise be done. The commission’s con- 
clusion is that unless further experience and 
more convincing evidence proves the contrary, 
the standard form of rate schedule adopted 
in Wisconsin is satisfactory.” 
—E. W. Morenouse, (Wisconsin), 
Chief, Rates and Research Division. 


¢¢ J vo not concur in the committee’s recom- 

mendation of a concealed service charge 
form of rate schedule. . . . I heartily 
agree with the major recommendation of the 
committee that the form of rate schedule for 
most residential and small commercial uses 
should be simplified and standardized, and 
that state commissions should actively seek 
this end wherever adequate statutory powers 
exist. 

“It is generally recognized by rate-making 
authorities that the first few kilowatt hours 
are costly to furnish. Larger blocks of energy 
with the same demand are less costly because 
the relatively large fixed costs can be spread 
over more kilowatt hours. Why practice con- 
cealment and deception in assessing readily 
known customer costs when frankness and 
openness are justified? If the committee is 
right that the average householder and store- 
keeper cannot understand the fancy and com- 
plicated rate schedules now frequently quoted, 
is it not better to state the facts openly and 
simply—quoting an initial charge covering 
those identifiable, readily seen, and recurring 
customer costs that have to be met when any 
service connection is made and maintained 
and then quoting blocks of energy at prices 
which decreases as use increases?” 

—E. W. Morenouse, (Wisconsin), 
Chief, Rates and Research Division. 


sad | BELIEVE rate-making authorities should 
give weight to the attachment of stable 
loads that would increase class diversity fac- 
tors and improve class and system load fac- 
tors. Competitive loads, no matter how ‘elas- 
tic’ the demands might be, should not be en- 
couraged by ‘cut-throat’ prices too low to 
recover the added costs of service, thus forc- 
ing needy users, with ‘inelastic’ demands, to 
shoulder costs for which they are not re- 
sponsible. 

“Wherever rates are being standardized in 
a simpler form, the proper classification of 
customers according to load characteristics, 
the determination of rate areas, and improving 
the administration of optional rates warrant 
attention at the same time. It may not be 
reasonable to the majority of users to hook 
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up a year-round 15-horsepower home air-con- 
ditioning load on most block rates designed 
for lighting, small appliances, refrigeration, 


and the bet asf electric stove.” 
Morenouse, (Wisconsin), 
Chief, Rates and Research Division. 


& 
On the Wheeler-Rayburn Act 


‘cc le == provision of the (Wheeler- 
Rayburn) act which has been but 
little commented upon, but which is not un- 
likely to prove one of the most helpful to 
state commissions, is § 209 (c) authorizing 
the Federal Power Commission to make avail- 
able to state commissions any of its trained 
rate, valuation, or other experts at no cost 
to such state commissions beyond reimburse- 
ment of the expense to the Federal commis- 
sion incident to the employment and travel- 
ing expenses of such witnesses. The spirit 
and purpose of the Federal Power Commis- 
sion were shown by the address of Chairman 
McNinch at our convention last year, to which 
reference has already been made. What he 
then said stands as an invitation to any state 
commission needing expert services which can 
be supplied from the staff of the Federal 
Power Commission to make application to 
that commission for a loan of qualified ex- 
perts.” 
—Report, Committee on Codperation be- 
tween Federal and State Commissions. 


ae | MAKE bold to say that if these prin- 
ciples of public control (Public Utility 
Act of 1935) had been the law of the land 
during the last quarter of a century, there 
would not have developed the present intense 
conflict which exists between the utility-con- 
suming class and the utility-owning class in 
American society. The consumers would not 
now be in revolt against what they have re- 
garded as unreasonable electric rates; and 
the beneficent power of electric energy would 
today be within the reach of millions that 
have been denied its benefits. The power in- 
dustry would not now labor under popular 
suspicion and distrust, for the promoters and 
speculators would never have been able to 
prostitute a great monopolistic industry to 
the gamblers’ purpose of exploitation and 
speculation that brought loss and misery to 
the millions whose life savings were de- 
stroyed.” 

—C.aupe L. Draper, Commissioner, 

Federal Power Commission. 


66 (Concazss was told by the representatives 
of the great holding companies, when 
this (Wheeler-Rayburn) legislation was pend- 
ing, that the real object of the bill was to 
nationalize the utility industry. But Congress 
had before it the results of the various utility 
investigations which had been conducted by 
the Federal Trade Commission, the Federal 
Power Commission, and the Interstate and 
Foreign Commerce Committee of the House, 


and Congress, from the evidence thus collect- 
ed, made the discovery that holding company 
dominion had already in large part national- 
ized the utility industry in this country and 
had largely wrested from the states the effec- 
tive control that rightfully belongs to them. 
If I were called upon to state in a word 
the primary objective of this new Act of 
Congress, I should answer that its primary 
purpose is not to nationalize, but to de- 
nationalize this industry, and to substitute 
genuine state control for that remote control 
which has been brought about by holding 
company leadership.” 

LAUDE L. Draper, Commissioner, 

Federal Power Commission. 


ce T= Public Utility Act of 1935 repre- 
sents a good-faith attempt on the part 
of Congress to remove the greatest of diffi- 
culties and to restore to the states the real 
control of these public utilities. For, let me 
repeat, that is the object of this new legisla- 
tion. Let us not be misled by the studied 
attempts of private interests to present this 
new law as an unwarranted encroac up- 
on state regulatory power. Let us remember 
that it was these same self-constituted de- 
fenders of state regulation against so-called 
Federal invasion who, year after year, in. 
season and out of season, sought to break 
down state regulation in the courts with the 
plea that the proposed state regulation was 
an encroachment upon the power of Congress 
under the Commerce Clause of the Constitu- 
tion.’ 
—CLaupeE L. Draper, Commissioner, 
Federal Power Commission. 


oD 9, 65 authority (under the Wheeler- 
Rayburn Act) existent in the Fed- 
eral Power Commission, it will be unneces- 
sary for one state to spend the resources 
placed at the disposal of its state commission 
in an effort, always burdensome and often- 
times futile, to determine the cost of energy 
generated by plants outside of the state but 
distributed to consumers within the state. 
The state will no longer be helpless to obtain 
the requisite information as to the cost of 
electricity produced by properties beyond its 
jurisdiction; but in the future the state com- 
missions may enter upon local rate cases 
armed with the facts so necessary to the dis- 
charge of their function of control.’ 

—C.aupe L. Draper, Commissioner, 

Federal Power Commission. 


T 4 = instrumentality provided by the 
new statute (Public Utility Act of 
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1935) to assist in the fact-finding function of 
public regulation is found in its provision for 
uniform accounting among interstate utilities. 
Here is provided a powerful searchlight which 
will rout out many of the evils that flour- 
ish only in the dark. Conflicting accounting 
methods have contributed to prevent the com- 
pilation of that full information which should 
always be available regarding any industry 
which enjoys a monopoly in supplying a 
public necessity. . . . In the enactment 
of the Public Utility Act of 1935 Congress 
has used the Federal power to accomplish 
uniform accounting among all interstate power 
utilities and has exercised the power in such 
a manner that if the state commissions feel 
that effective regulation of the local aspects 
of this interstate utility business requires a 
different rule from that fixed by the Federal 
Power Commission, the states are free to 
pursue that policy without interference from 
the Federal government.” 

—Craupe L. Draper, Commissioner, 

Federal Power Commission. 


T'S holding company section of the 
Wheeler-Rayburn Bill with its so- 
called ‘death that which 


sentence’ was 


aroused the most bitter controversy. The 
officers of your Association did not consider 
that they should enter into the controversy 
over the ‘death sentence. There were too 
many divergent views within the Association 
to permit that to be done, nor did we consider 
it expedient, in view of the larger objective, 
which was the preservation, with respect to 
local rates and service, of the full regulatory 
powers of the states. We did urge that such 
legislation be enacted as would end the evils 
shown to be incident to holding company op- 
erations; and we presented amendments de- 
signed to prevent state regulation of operating 
utilities from being interfered with under 
the holding company section. Various amend- 
ments which we sought were adopted, either 
as presented, or in substance. Some others 
were not adopted. However, it is our belief 
that the operation of the holding company 
section, under the administration which may 
be expected from the Securities and Exchange 
Commission, will not interfere with the regu- 
lation of operating utilities by state commis- 
sions.” 
—Awnprew R. McDona .p, 
Retiring President, National Association 
of Railroad and Utilities Commissioners. 


7 


On Telephone Regulation 


€¢ HILE the telephone investigation is 

vital, it must not be permitted to 
crowd out everything else. The whole field 
of telephone regulation, under the Communi- 
cations Act, is built around effective co- 
6peration between Federal and state commis- 
sions. If that fails, regulation fails. The 
most important reservations to the states, in 
the Communications Act of 1934, were made 
at the instance of the state commissions. 
They asked that their jurisdiction be pre- 
served. They have kept to themselves the 
responsibility for intrastate telephone rates 
and services, and particularly for all local ex- 


e 


change rates and practices, where the Fed- 
eral commission is wholly without jurisdic- 
tion, though it is constantly besought for re- 
lief thereon. The public will not draw fine 
lines of jurisdictional distinction. It will look 
only to the results. Either telephone regula- 
tion must be effective in giving the public 
satisfactory service at reasonable rates, or 
radical changes will be demanded in our tele- 
phone utility laws.” 

—Paut A. WALKER, Chairman, 

Telephone Division, Federal 
Communications Commission. 


On Safety of Operation 


<4 HE total number of train accidents on 

all railroads in the United States 
dropped from 27,497 in 1923-to 6,023 in 1934. 
On the basis of train accidents per million 
train miles, the reduction was per cent. 
Head and rear end collisions dropped from 
938 to 125 in the same period. On the train 
mile basis, this reduction was 79 per cent. 
Train accidents include derailments and col- 
lisions or other accidents resulting in dam- 
age and cost of clearing wreck of $150 or 
more (with or without injuries). Less than 


one fifth of the train accidents resulted in 
injuries to employees or passengers. . . . 

“Emphasizing the comparative safety of 
train travel, attention is directed to the num- 
ber of motor vehicle accidents occurring 
every day over the entire country. In the 
year 1934, 35,500 persons were killed and 
1,000,000 injured in motor vehicle accidents 
(mostly passenger automobiles), or more than 
2,500 times as many casualties as occurr 
to passengers in train accidents during that 
year on all of the railroads. 
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“The 402 railroad gp casualties in 
train accidents in 1934, occurred during a 
year in which 449,775,000 passengers were 
carried on railroad trains, a number equal 
to almost four times the population of the 
United States, averaging one injury in a 
train accident for each 1,118,843 persons 
carried.” 
—Harry BAcHARACH, 

(New Jersey), 

Chairman, Committee on 

Safety of Operation. 


ce Fe a survey of accidents, considerable 

progress is being made in their preven- 
tion and points to the further reduction that 
may be reasonably expected. A brief refer- 
ence only is necessary relative to trespassers 
on railroad rights of way. The number of 
such accidents for year ending June 30, 1915, 
was 11,532, for year ending December 31, 1934, 
5,482, a reduction of over 50 per cent. The 
decrease in casualties to trespassers apparent- 
ly is due to more effective policing and safety 
precautions. It is obvious, however, that the 


railroads themselves, with a limited number 
of special police, cannot adequately and prop- 
erly control the 250,000 miles of rail lines 
in the respective states. Contrary to the 
general assumption, the greater number of 
trespassers are not ‘train riders’; a large 
percentage are children and citizens of com- 
munities where injured. Of the total persons 
fatally injured in 1934 on the railroads, 54 
per cent were trespassers. Your committee 
would recommend that this subject be given 
due consideration by states codperating with 
municipalities in effecting appropriate meas- 
ures with the view of further re 
trespassing upon the railroads. Any materi 
reduction of such accidents can be effected 
only by extended enforcement of laws pro- 
hibiting trespassing upon railroad property 
and particularly the education of school 
children as to the necessity of nontres- 
passing.” 
—Harry BACHARACH, 
(New Jersey), 
Chairman, Committee on 
Safety of Operation. 


e 


On Commission Regulation 


66U /anz there is no longer room for de- 
bate on the necessity for regulation 
of telephone utilities, the spirit of that regu- 
lation is a matter of very grave concern. We 
are still at the crossroads. Public regulation 
of utilities is on trial today as never before. 
A question mark hangs ominously before the 
word ‘regulation.’ Everywhere the public is 
asking, can regulation succeed? We are tru- 
ly engaged in a great conflict which shall de- 
termine whether the regulation we now ex- 
ercise or any regulation can long justify its 
existence. 

“There is no slacking of the public demand 
for the results hoped for through utility regu- 
lation. The policy of ‘laissez-faire’ has long 
since been abandoned. The question now is, 
shall government ae succeed, or what 
substitute shall be offered if it fails? 

“Our approach to the question, however, is 
one of confidence. Those of us who have 
been on the firing line believe that public 
regulation can and must succeed.” 

—Pavut A. WALKER, Chairman, 
Telephone Division, Federal 
Communications Commission. 


cc HE pry regulation is being put to the 


test as never before. ith what we 
hoped to be the last barrier to effective regu- 
lation removed by a broadening of the juris- 
diction to include both state and Federal regu- 
lation, pronounced opposition has arisen to 
the carrying out of that regulation. Appar- 
ently appreciating that regulation may 
eventually be a reality, there has begun what 


appears to be a nation-wide propaganda 
against regulation. 

“Immediately following the announcement 
of the telephone investigation some months 
ago, there began skilfully devised propaganda 
to discourage and to discount, if not to thwart, 
the investigation. That propaganda has per- 
sisted to the present time. . . . The ap- 
proach must be from the public angle. The 
utility commissioners must realize that their 
offices grew out of an incessant demand for 
public protection and assistance in the matter 
of utility regulation. Public utility commis- 
sions, properly functioning, are tribunes of the 
people, and their office is one to which the 
utility user may have direct access in all mat- 
ters of complaint against services or rates, 
with the expectation that advice and assis- 
tance may be promptly and cheerfully given, 
and that redress of grievances will speedily 
follow. No other conception of the office of 
utility commissioner can, in my opinion, effect 
results desirable either from the standpoint 
of the utility consumer or the utility manager. 
That conception of the office, properly and 
wisely administered, takes into consideration 
justice both to the consumer and to the utility 
manager. A satisfied public means a prop- 
erly functioning, efficiently managed utility 
with reasonable rates and revenues sufh- 
cient to yield a reasonable profit and to take 
care of adequate maintenance and improve- 
ments.” 

—Paut A. WALKER, Chairman, 
Telephone Division, Federal 


5 


Communications Commission. 
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Commissioners’ Convention 


ELEGATES to the 47th annual convention 

of the National Association of Railroad 
and Utilities Commissioners were welcomed 
to the city of Nashville, Tenn., on October 
15th by Governor Hill McAllister of Tennes- 
see, and Mayor Hilary E. Howse of Nash- 
ville. The welcoming address on behalf of 
the Tennessee Railroad and Public Utilities 
Commission was delivered by Commissioner 
Porter Dunlap on behalf of General Harvey 
H. Hannah, who was ill at the time. The 
response on behalf of the Association was 
made by the Honorable Frank P. Morgan, of 
Alabama, first vice president. 

During the morning session of the first day, 
an address was made on behalf of the Inter- 
state Commerce Commission by Chairman 
Hugh M. Tate, who emphasized the interest 
which the Interstate Commerce Commission 
and other Federal commissions at Washing- 
ton have in the problems of the various state 
regulatory commissions, and the increasing 


sympathy and codperation between the state 
and Federal bodies. 


Following Mr. Tate’s address, the presi- 
dent of the Association, Andrew R. McDonald 
of Wisconsin, reviewed 1935 legislation, as 
well as “prospective legislation.” He pre- 
dicted the possibility of passage of a bill in 
Congress which would provide for the regu- 
lation of the natural gas industry, as soon as 
the Federal Trade Commission completes its 
study of that subject. 

Concerning the much debated Wheeler- 
Rayburn Bill, President McDonald said that 
the officers of the Association did not con- 
sider that they should enter into the contro- 
versy over the “death sentence” as there were 
too many divergent views within the Associa- 
tion to permit such a course of action. 

The afternoon session of the first day was 
opened with an address by Governor H. Styles 
Bridges of New Hampshire, and former 
chairman of the New Hampshire commission, 
who talked on “interstate codperation.” Gov- 
ernor Bridges declared that “there is a way 
to preserve under the Federal Constitution 
as it stands the chief good that might have 
come out of NRA. That way‘is through in- 
terstate codperation by interstate compacts.” 
He pointed out that the first compact in the 
labor field ever written was agreed upon by a 
group of northeastern states and actually 
ratified by the states of Massachusetts and 
New Hampshire. It dealt solely with mini- 
mum wage standards. 

The afternoon session was also marked by 
sharp differences of opinion as to the effect 


of the recently enacted Wheeler-Rayburn 
Bill on states’ rights in the field of utility reg- 
ulation. Claude L. Draper, member of the Fed- 
eral Power Commission, addressing the con- 
vention, believed that the new public utility 
law would correct abuses of the power indus- 
try without encroaching on states’ rights. He 
declared that the object of the statute is “not 
to nationalize but to denationalize the pow- 
er industry” and to substitute genuine state 
control for that remote control which had 
been brought about by holding company lead- 
ership. He stated that “the real issue is one 
of public interest versus private interest.” 

But fear that the act would take away cer- 
tain state rights was expressed by H. Lester 
Hooker of the Virginia commission, who said 
that the danger in this provision (Federal 
jurisdiction over interstate transmission or 
sale of wholesale electrical energy) to states’ 
rights is that the Federal Power Commission 
will find that the fixing of a proper interstate 
rate is materially affected by the local rates 
to intrastate consumers, and that consequent- 
ly the latter must be supervised by the Fed- 
eral Power Commission. 

Commencing the second day, the commis- 
sioners heard Joseph B. Eastman, Federal 
Coérdinator of Transportation, call on state 
commissions to codperate with the Interstate 
Commerce Commission in the regulation of 
motor vehicle carriers through the public 
highways. Mr. Eastman pointed out that the 
motor vehicle act passed by the last session 
of Congress created problems never before 
faced by any regulatory body, and that large 
organization is necessary even with state co- 
6peration, because of the fact that there are 
“so many thousands of individual operators, 
many of them having only a single truck.” 

George H. English, associate member of the 
Missouri Public Service Commission, led the 
afternoon discussion on “the effect of recent 
judicial decisions on state regulation of pub- 
lic utilities.” The convention adopted resolu- 
tions deploring the serious illness of General 
Harvey H. Hannah of the Tennessee commis- 
sion. 

George C. Matthews, member of the Fed- 
eral Securities and Exchange Commission, al- 
so addressed the convention on the relation of 
the board which he represents to the regula- 
tion of utility securities and holding company 
securities, under the new holding company act 
of 1935. 

Elections of officers were held during the 
afternoon session of the second day. First 
Vice President Frank P. Morgan succeeded 
Andrew McDonald of Wisconsin to the presi- 
dency; Second Vice President Thomas E. 
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McKay of Utah moved up to the first vice 
presidency left vacant by President Morgan, 
while Commissioner Alexander M. Mahood, 
of West Virginia, was elected to the second 
vice presidency. Claude Bailey, Washington, 
D. C., attorney, was reélected secretary of the 
Association without opposition. 

At the morning session of the third day, 
Paul A. Walker, chairman of the telephone di- 
vision of the Federal Communications Com- 
mission, charged that a determined propagan- 
da program is being aimed to defeat the gov- 
ernment’s $750,000 investigation into the 
American Telephone and Telegraph Company. 
He further charged that a nation-wide move 
is under way to undermine Federal regulation 
of utilities and declared that utility regulation 
is being put to the test as never before. 

The final day was devoted to a general dis- 
cussion on the resu'ts of state commission reg- 
ulation of public utility companies and lively 
debate engaged a number of members on the 
floor. The discussion was led by B. F. Lind- 
heimer, chairman of the Illinois Commerce 
Commission, and C. J. ough, chairman 
of the Pennsylvania commission. 

The next annual convention was scheduled 
to meet in Atlantic City, N. J 


Gas Chiefs Fear Political 
Meddling 


A= stand against further government 
encroachment on the utility industry was 
advocated by Percy S. Young, president of 
the American Gas Association, in his opening 
address at the 17th annual convention of the 
association at the Palmer House, Chicago, Ill. 

L. B. Denning, president of the Lone Star 
Gas Company, Dallas, Tex., was elected presi- 
dent of the association for the coming year. 
Bernard J. Mullaney, vice president of the 
Peoples Gas Light and Coke Company, was 
elected a director of the association. Frank 
L. Griffith, also a vice president of Peoples 
Gas, was elected chairman of the accounting 
section of the association. Martin I. Mix, 
distribution superintendent of the company, 
was elected vice chairman of the technical sec- 
tion of the association. 


U. S. to Spend Nearly a 
Billion for Power 


CcoRDING to Paul R. Leach, staff cor- 
respondent of the Chicago Tribune, al- 
locations of Federal funds aggregating $332,- 
550,000, all drawn from emergency appropria- 
tions since 1933, are being employed on public 
electrical power production projects which are 
estimated to cost $991,500,000 when completed. 
In addition to plans already undertaken, 
proposals have been submitted to Congress 
by Senators and Representatives which would 
call for $623,000,000 more in Federal funds 


for the same kind of work, if adopted. Ex- 
cept for $62,000,000, which has been granted 
by the Public Works Administration to ap- 
proximately 150 municipalities for construc- 
tion of politically owned and controlled local 
plants or facilities, mostly steam generated, 
the $332,550,000 is being used for water-power 
development, although some of these hydro 
dams are to serve the additional purposes of 
reclamation of arid lands for farming pur- 
poses, or for flood control, or as aids to navi- 
gation. 

The National Coal Association, which has 
headquarters in Washington, recently pub- 
lished a map of the United States upon which 
was imposed the various hydro development 
projects with rings drawn around each pro- 
duction center showing the area it is planned 
to serve. 


Supreme Court to Review TVA 


Oo the opposition of the Tennessee Val- 
ley Authority, the United States Su- 
preme Court on October 14th decided to hear 
arguments on the constitutionality of certain 
powers of the authority. 

The court’s decision came with the granting 
of two writs of certiorari to minority stock- 
holders of the Alabama Power Company who 
are seeking to set aside contracts between 
the company and the authority for the pur- 
chase of certain distributing lines. 

TVA legal attaches, headed by James 
Lawrence Fly, had opposed the granting of 
the second. 

The TVA brief, commenting on the request 
for the first writ, said that “while we do not 
oppose the granting of (this) writ . . . the 
right of the plaintiffs to maintain this suit is 
questionable.” 

Later, in speaking of the second writ, the 
brief said simply: 

“We oppose the granting of the writ.” 

Both writs were obtained by —— 
ston, attorney for the minority olders. 
Johnston is seeking a reversal of opinions by 
both the Federal district court and the Fed- 
eral circuit court of appeals. Both courts 
denied stockholders the declaratory judgment 
for which they asked. 

Two issues are involved in the case: 

1. Whether in the absence of fraud, duress, 
negligence, or inadequate consideration, minor- 
ity stockholders may sue to annul a contract 
of their corporation for the sale of properties 
to the TVA upon the ground that the con- 
tract is beyond the constitutional powers of 
the Authority. 

2. Whether the Federal government may 
dispose of the surplus water power necessaril 
created by Wilson dam (and similar dams 
and may authorize generation of electric ener- 
gy and acquisition of transmission lines as a 
means of facilitating this disposal. 

The late Justice Nathan P. Bryan of the 
U. S. Circuit Court of Appeals questioned the 
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right to bring suit, as set forth in the first is- 


sue. 

Most important to the New Deal frame- 
work is the second issue involved—whether 
the government may sell surplus power. If 
the Supreme Court denied this right, the 
“yardstick” function of TVA will probably be 
abolished. 


Uniform State Laws Urged 


a+; of uniform laws by all the states 
for the control of motor traffic was urged 
by Governor Harold G. Hoffman of New i 
sey at the annual banquet of the American 
Trucking Association at the Stevens Hotel in 
Chicago last month. About 1,000 leaders in 
the trucking industry from all parts of the 
country attended the banquet, which was held 
in connection with the association’s annual 
convention. 

Governor Hoffman also made a strong plea 
for greater safety on the highways, calling at- 
tention to the increasing death toll from au- 
tomobile accidents. He lauded truck opera- 
tors for the improved safety record they have 
been making. 

At an earlier session of the convention, 
Joseph B. Eastman, Federal Coérdinator of 
Transportation, told the truck operators that 
one of the most difficult tasks facing them will 
be the setting up of satisfactory rate schedules 
under the new motor carrier act, which re- 
cently went into effect. Eastman said the In- 
terstate Commerce Commission, which will 
administer the act, will not initiate rates but 
only regulate them. 

Eastman said there is a division of opinion 
among the motor truck operators as to wheth- 
er, in making their charges, they should use 
corresponding railroad rates as guides or be 
governed by the cost of their own operations 
plus a fair profit. 

The speaker explained that the motor car- 
rier act is based to a considerable degree on 
the experiences of the railroads, and conse- 
quently many of the mistakes and litigation 
which have vexed the railroads may be avoid- 
ed. Administration of the act will be in the 
hands of a special bureau, which will be re- 
sponsible to the full Interstate Commerce 
Commission. 


SEC to Check Lobbies 


Tess regulations to control lobbying 
by public utility companies have 
drawn up by the Securities and Exchange 


Promulgation of the regulations was ex- 
pected at an early date. Lawyers, account- 
ants, and utility officials, however, were sum- 
moned by the commission on October 16th 
for the purpose of discussing the proposals 
secretly. 

Disclosure that the commission had sketched 
out its regulation of utility lobbying, the ques- 
tion which plunged two congressional sessions 
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into heated hearings, came somewhat as a 
surprise. The regulations are to cover not 
only appearance by utility representatives be- 
fore the SEC, but also before Congress, all its 
committees and the Federal Power Commis- 
sion. 

Registration of public utility companies, 
which the SEC began early in October and 
which must be completed by December Ist, 
prompted the quick action on lobbying regu- 
lations, it developed. 

In registering or seeking exemptions from 
registration, lawyers, engineers, accountants, 
and other representatives of utilities must 
y - oad before the SEC and give extensive 

ta. 

The group of lawyers, engineers, and others 
who conferred with Chairman Landis and oth- 
er members of the commission staff would not 
discuss their visit. It was learned, however, 
that they were invited by Mr. Landis as rep- 
resentative of the types of experts who will 
be appearing later before the SEC. 

Under the public utility act the SEC must 
prescribe forms upon which utility representa- 
tives must register and must also prescribe 
rules to govern their registration. The law 
specifically demands “a statement of the sub- 
ject matter in respect to which such person 
is retained or employed, the nature and char- 
acter of such retainer or employment, and 
the amount of compensation received or to be 
received by such person, directly or indirectly, 
in connection therewith.” 

Persons appearing before the commission, 
Congress, or the Federal Power Commission 
on behalf of utilities are required also “to file 
with the commission within ten days after the 
close of each calendar month during such re- 
tainer or employment a statement of 
the expense incurred and the compensation re- 
ceived by such person during the month in 
connection with such retainer or employment.” 
The reports on expenditures are intended to 
disclose the exact nature of utility lobbying 
activities. 

The registration requirements for lobbyists 
cover any person who wishes to “present, ad- 
vocate, or oppose any matter affecting any 
registered holding company or any subsidiary 
thereof before the Congress or any committee 
thereof, or before the commission or Federal 
Power Commission, or any member, officer, or 
employee of either commission.” 

To appear before any of these government 
agencies, or even to confer with one of the 
employees, is “unlawful” unless a registration 
statement has been filed. This requirement 
prompted the early action by the Securities 
and Exchange Commission on the forms and 
regulations. 


Institute Studies Rate Survey 


T= average municipal plant in the United 
States is reported to charge more than 
8.5 cents per kilowatt hour to the majority of 
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its domestic customers, or nearly three times 
the administration’s Tennessee valley yard- 
stick rates, according to a summary by the 
Edison Electric Institute of the recently pub- 
lished reports of the rate survey by the Fed- 
eral Power Commission. This fact, which is 
in wide variance with the claims of munici : 
ownership proponents, is brought out 5 Pm 

liam M. Carpenter, economist of the Edis 
Electric Institute, in an analysis of data pub- 
lished by the Federal Power Commission in 


. its recent survey of electric rates in the forty- 


eight states. 

According to the institute’s analysis of the 
commission’s figures, the charge of the aver- 
age municipal plant over the entire United 
States for a usage of 25 kilowatt hours a 
month is 8.7 cents per kilowatt hour; for 40 
kilowatt hours, 8 cents, and for 100 kilowatt 
hours, 5.7 cents. In the Middle Atlantic 
states the figures are 7.4 cents for 25 kilowatt 
hours; 7 cents for 40 kilowatt hours, and 5.5 
cents for 100 kilowatt hours. The highest 
rates are in the Mountain states, where the 
consumers pay 10.2 cents for 25 kilowatt 
hours used per month; 9.4 cents for 40 kilo- 
watt hours, and 6.3 cents for 100 kilowatt 
hours. The majority of customers are in the 
low-use classification. 


Power Commission Rules 


popTep October 2nd and released fourteen 
days later were the new rules of practice 
before the Federal Power Commission in pro- 
ceedings relating to public utility companies 
under the Federal power act. The rules cover 
public sessions of the commission for hear- 
ing evidence or oral argument or for public 
conferences and hearings before any com- 
missioner, examiner, or other representative 
of the commission, upon notice by the com- 
mission. 

The proper methods of drafting complaints 
and answers to complaints, both formal and 
informal, are set forth. The rules also cover 
service, notice, continuances, depositions, docu- 
mentary evidence, stipulations, witnesses and 
subpeenas, applications for further hearings, 
rehearing, rearguments, reconsideration or 
modification of orders, briefs and oral argu- 
ment, compliance with orders, and proceedings 
in financial cases. 

The commission also on the same day re- 
leased a brief description of its own statutory 
duties and functions, including a description of 
a number of surveys and other special duties 
which the commission is performing under 
congressional resolutions. 


Alabama 


Urge TVA Move 


HE executive committee of the Colbert 
County Chamber of Commerce has voted 
to circulate petitions over Alabama, asking 
removal of Tennessee Valley Authority main 
offices from Knoxville, Tenn., to Muscle 
Shoals, as provided in the law creating TVA. 
The petitions ask President Roosevelt to 
“force’ TVA to move the offices. Speakers 
at the meeting said Knoxville had reaped the 
full benefits of the main office for two years, 
despite the provision in the law requiring 
the central offices to be located in the Muscle 
Shoals district. 


TVA to Expand 


pur for immediate development of the 
Tennessee valley in northeast Alabama 


were announced in Guntersville, Ala., by 
David E. Lilienthal, power director of the 
Tennessee Valley Authority, in an address to 
hundreds of citizens of that section gathered 
there for a TVA observance. 

Lilienthal said construction of a high volt- 
age transmission line connecting Wheeler dam 
with the site of the Guntersville dam would be 
begun immediately. Construction of this line 
will bring TVA power into northeast Ala- 
bama, making current available for rural 
electrification in eight counties, he said. 

Congressman Starnes, who was master of 
ceremonies, outlined briefly the rich farming 
territory that will be brought into the area 
of the TVA’s development. 

Dr. H. A. Morgan, TVA director in charge 
of agriculture and social planning, also was 
a speaker. He outlined the need for an “en- 
tire change in our methods of farming and 
crop production.” 


Arizona 


Power Rates Reduced 


EDUCTIONS amountin, to 2 cents per kilo- 
watt hour in the first block of lighting 


rates charged to consumers in Prescott and 
vicinity by the Arizona Power Company were 
recently ordered by the state corporation com- 
mission, as a temporary relief to the utility 
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consumers. The commission asserted that 
the rates for electric service were not satis- 
factory, but until it completes its rate in- 
vestigation and valuation now in progress, the 
new set-up will afford some relief “until such 
time as the commission fixes its official sched- 
ule after the rate hearing is held.” 


Fight on Pilot Knob Project 


page officials were reported to be mapping 
a new plan of strategy to defeat a - 
fornia loan from the PWA for the Pilot Knob 
power plant on the Colorado river. _ 

Senator Carl Hayden, who is spending the 
fall and winter in Phoenix, was said to be 
conferring with Assistant Attorney General 
James R. Moore on the matter. 

Until plans are worked out, the Senator is 


noncommittal. He said that he “merely acted 
as an agent of the Colorado river commission 
in filing a protest on the part of Arizona, 
Colorado, and Utah against the Pilot Knob 
PWA loan.” 

Acting Secretary of Interior Charles West 
announced in Washington that construction of 
the plant “will not enhance wastage of Colo- 
rado river waters.” 

The three western states contended in their 
protest that development of the plant would 
be an “outright dedication” of more than 
3,000,000-acre feet of water to Mexico. 

The loan is sought by the Imperial Irriga- 
tion District of El Centro. 

The Interior Department official advised 
Senator Hayden that the protest had been re- 
futed, but no PWA loan has been granted, al- 
though there were strong indications that one 
would be. 


Arkansas 


Utilities Offer Promotional 
Rates 


| pee of the large electric power companies 


operating in the state have filed tentative 
schedules with the state department of public 
utilities under a proposed objective rate sys- 
tem, suggested by the department several 
months ago, and the department will announce 
its approval or rejection of the rates after 
studying the schedules, it was said at the de- 
partment recently. 

The proposed system would provide for 
materially lower rates immediately, with 
greater unit reductions when total consump- 
tion is increased through use of electrical ap- 
pliances. 

The purpose of the plan is to increase con- 
sumption without increasing the consumer’s 
bill materially and without decreasing total 
revenue of the companies. 

The theory of the plan was approved several 
weeks ago by a committee representing the 
larger companies, and individual companies 
were allowed additional time to file definite 
schedules. 

Schedules have been filed by the Arkansas 
Power and Light Company, Oklahoma Gas 
and Electric Company, Southwestern Gas and 
Electric Company, and Arkansas-Missouri 
Power Company. The Citizens Electric 
Company of Hot Springs and Arkansas Utili- 
ties Company of Helena will file schedules 
soon. 

Members of the commission and the de- 
partment engineering staff are studying the 


tentative schedules, but they will not be made 
public until the study is completed. 


Commission Enters Re- 
ceiver Suit 


HE state department of public utilities, 

through Boone Hall of Blytheville, a cus- 
tomer of the Arkansas-Missouri Power Com- 
pany, filed an intervention in the Federal court 
receivership suit in the northern district of 
Illinois, involving consumers’ deposits placed 
with that company to guarantee payment of 
utility bills. 

A district court order issued recently direct- 
ed that the deposit claims be filed by the in- 
dividual consumers and that they be treated as 
secondary to claims of bondholders. 

P. A. Lasley, chairman of the Arkansas 
utilities commission, filed the intervention as 
attorney for Hall, who is acting for himself 
and all other consumers similarly situated. 

The intervention and a brief filed by Chair- 
man Lasley asks that the order be modified 
to make the deposit claims superior to bond- 
holders’ claims and that the claims be estab- 
lished from the company’s records, showing 
the amount of deposit due each consumer. 
The brief said there are about 13,000 custom- 
ers of the company, having deposits totaling 
approximately $60,000, that the customers are 
widely scattered over Arkansas and Missouri 
and that it would be impracticable and unfair 
to require them to file individual claims. The 
Missouri Public Service Commission will join 
in the intervention, Mr. Lasley said. 
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California 


Recapture Clause Sought 


A= to safeguard with a 5-year op- 
tion the right of California municipalities 
to purchase subsidiaries of the Pacific Gas and 
Electric Company was injected last month 
into the Pacific Company’s consolidation plan 
now before the railroad commission, it is 
reported. 

Louis Bartlett, attorney and former mayor 
of Berkeley, urged the commission in a letter, 
that if the company’s consolidation of sub- 
sidiaries, including the Great Western Power 
Corporation and several other northern Cali- 
fornia units, is approved, that purchase rights 
be defined. 

An option to purchase, Bartlett asserted, 
would make it possible for municipalities to 
acquire needed properties without payment of 
severance damages to the power company. 


Study Public Ownership 


NVESTIGATION by a state senate committee 
will be begun at once into the entire water 
and power situation in California. 

Lieutenant Governor Hatfield, acting in ac- 
cordance with the authority givén him in a 
resolution passed at the recent session of the 
legislature, named a special committee of five 
senators to conduct the proposed investigation. 
An appropriation of $10,000 made 
available for the work of the committee, 
which will report its findings to the next ses- 
sion of the legislature. 

The committee will conduct an exhaustive 
investigation into the feasibility and prac- 
ticability of centralizing in the state of Cali- 
fornia, the ownership, conduct, and control of 
public utilities as far as water and power are 
concerned. 


Georgia 


Experts Scan Dam Project 


pene of a huge power, navigation, 
and flood control development project on 
the Savannah river in Georgia and South 
Carolina was studied at Augusta, last month, 
by a group of engineering experts appointed 
by President Roosevelt. 

Visiting for a first-hand study of the pro- 
posed development which would create a “lit- 
tle TVA” in the Savannah river valley, the 
engineers made a personal inspection tour of 
the area and then called a public hearing for 
later in the day to hear the views of civic 
leaders of cities and towns which would be 
affected. 

Involving an outlay estimated at upwards of 
$17,500,000, the project would be planned to 


harness the Savannah river for increased elec- 
tric power production; for improvement of 
navigation facilities between the port city of 
Savannah and the inland port of Augusta, and 
minimize the danger of floods to a thriving, 
well-developed section of Georgia. 

Colonel Earl Brown of the army engineers ; 
Roger McWhorter, one of the builders of 
Muscle Shoals and now chief engineer of the 
Federal Power Commission, and Sherman M. 
Woodward, chief planning engineer of the 
Tennessee Valley Authority, and secretary of 
the national resources board, are the three 
members of the appointed board. 

The information they gathered on their per- 
sonal inspection tour was supplemented by 
data compiled by civic interests in Augusta 
and in other cities and towns in the area. 


Illinois 


Cab Injunction Dissolved 


A injunction against the opera- 
tion of 10-cent fare cabs in Alton by 
Alton United Cabs, Inc—granted September 
16th upon request of the Illinois Terminal 
Transportation Company, operating street 
cars and busses there on a 5-year franchise 
granted in 1932—was dissolved last month by 
City Judge William P. Boynton. 


Judge Boynton ruled the cabs are not a 
public utility and did not need certificates of 
convenience and necessity from the Illinois 
Commerce Commission, as alleged by the 
street car company. He also ruled the city 
council had no power to grant an exclusive 
transportation franchise and that the cab com- 
pany had complied sufficiently with a city or- 
dinance requiring ‘meters on cabs by the use 
of a standard meter showing mileage. 
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Indiana 


Truce in City Gas Feud 


AS agreement between the Indianapolis Gas 
Company and the board of directors of 
the utilities district of Indianapolis for 
negotiation of a new lease for use of the 
gas company’s property was regarded as a 
major step toward the successful operation 


of the gas utility under municipal control. 

The lease under which this property has 
been operated by the Citizens Gas Company 
since October, 1913, and which the utilities 
district refused to accept from the Citizens 
Gas Company trustees September 9th, has 
been an outstanding factor in the long effort 
of the municipality to acquire the gas utility. 


Maine 


New Quoddy Chief 


ta work of directing the ground opera- 
tions of the Quoddy tidal power project 
fell to Captain Hugh J. Casey, assistant dis- 
trict engineer, following the appointment of 
Lieutenant Colonel Philip B. Peaien army 
engineer in charge at Eastport as a field con- 
sulting engineer for the New England states 
on Works Progress Administration projects, 
it is reported. 

Under the set-up, Casey will have charge of 


the construction work with Fleming, who re- 
tains his district engineer post, supervising 
from his New England headquarters, which 
he will establish in Boston. 

Fleming’s appointment as field consulting 
engineer was made by Major General E. M 
Markham, chief of army engineers. Markham 
was appointed by President Roosevelt, 
through Secretary of War Dern, as chief con- 
sulting engineer to the WPA to use the facili- 
ties of the army engineering corps in for- 
warding the movement of WPA projects. 


Michigan 


Detroit Gas Case Settled 


Fo acceptance by the Detroit City Gas 
Company of the “Detroit Plan” for regu- 
lating gas rates, recently proposed by City 
Council President John W. Smith, was an- 
nounced at a council meeting on October 17th 
by Frank P. Fisher, the city’s consulting en- 
gineer. 

Under this plan, excess earnings of the com- 
pany are to be returned in large part to 
domestic gas consumers in the form of cash 
dividends, distributed at the end of each fiscal 
year. 

Pointing out that gas consumers in the 
city of Detroit already have been assured 
sharply reduced rates when natural gas is 
brought to this city next year, Mr. Fisher 
said the new plan would mean added savings 
to consumers running into millions of dollars 
annually. 


He said the agreement between the city and 
gas company is “a form of relationship be- 
tween customer and utility that never has 
before been put into effect anywhere.” 

Smith characterized it as “an historic and 
unprecedented victory for the people.” 

As an immediate effect of the announce- 
ment, the council was expected to remove 
from the November 5th ballot the proposal to 
establish a municipally owned and operated 
gas utility, Smith asserting the new plan to 
permit consumers to share in the company’s 
earnings “is the nearest approach to the bene- 
fits of municipal ownership that is possible 
under private operation of a utility.” 

Fisher also recommended the city with- 
draw its demands for the payment of a rental 
fee by the company for the use of the city’s 
streets and alleys. He pointed out any such 
fee would have to come from the pockets of 
consumers. 


> 
Nebraska 


State Power Authority Planned 


Az program calling for the crea- 
_tion of a Nebraska power authority, simi- 
lar in scope and operation to the New Deal’s 
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Tennessee Valley Authority, won the approval 
of the officers of Nebraska’s three PWA-fi- 
nanced hydroelectric districts at a recent 
gathering in Omaha. 

Meeting together for the first time, repre- 
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sentatives of the three projects ironed out dif- 
ferences that have existed between them up 
to the present time and agreed tentatively to 
link together in one distribution system the 
three projects. The projects under consid- 
eration ultimately are expected to produce 
approximately 535 million kilowatt hours 


of electricity annually, it is reported. 

They outlined a broad program for the con- 
servation of rainfall and flood waters in Ne- 
braska which gave rise to the hope am 
sponsors of the projects that crop failures may 
be stamped out in the rich agricultural land of 
the Platte river valley. 


New York 


Court Blocks City Plant Vote 


HE court of appeals has affirmed the 

action of the appellate division of the 
supreme court in sustaining the recent de- 
cision by Supreme Court Justice Edward S. 
Dore enjoining the city of New York from 
submitting to the voters in the coming elec- 
tion a referendum on Mayor La Guardia’s 
eens municipal “yardstick” electric power 
plant. 

This decision resulted from two taxpayers’ 
suits to prevent a referendum on the power 
plant question. The court ruled that the local 
law authorizing construction of the plant, sub- 
ject to approval by the voters at a referendum, 
did not comply with the statute authorizing 
municipalities to construct power plants. The 
grant of power is to the city to erect a plant 
and to pay therefor. The grant is made 
directly to the city. The payment of the 


cost thereof is to be made by the city by 
taxation, the issuance of bonds, or partly 
by taxation and partly by the issuance of 
bonds. 

The local law attempted to create an “au- 
thority” or agency, the cost to be financed 
by bonds of the “authority,” the credit of 
the city not to be pledged and the city not 
to be liable . - deficits from the op- 
eration of the 

Nowhere in F ge enabling act, in the opinion 
of the court, can be found any provision au- 
thorizing an “authority” to issue its bonds 
in payment for such a plant, and it has no 
authority to levy taxes in payment therefor. 
It was said that, in the absence of express 
power, the city has no authority to finance 
a permanent public improvement upon the 
credit of an agency or “authority” and what 
the city cannot do directly an agency -or “au- 
thority” cannot do indirectly. 


Ohio 


New Franchise Cuts Rates 


NEW 3-year electric light franchise, to 

save Akron’s 55,000 consumers $110,000 

a year, was granted the Ohio Edison Compa- 

ny when city council unanimously passed 

Councilman A. D. Zook’s rate ordinance, to 
become effective November 9th. 

The rate reduction was the second negotiat- 


ed by the council in eighteen months, an ordi- 
nance passed in May, 1934, having netted sav- 
ings estimated at $620,000 a year to consum- 
ers of Akron. 

The new ordinance calls for payment of 
5 cents a kilowatt hour for the first 20 
kilowatt-hours; 34 cents for the next 30; 
34 for the next 50; 24 for the next 100, 
and 14 for all over 200 kilowatt hours. 


Oklahoma 


Grand River Plans Deferred 


| petens approval of the $16,000,000 Grand 
river hydroelectric project in Oklahoma 
will not be forthcoming until President Roose- 
velt and Secretary Ickes return from their 
western trip, Representative Wesley E. Dis- 
ney of Tulsa, Okla., stated last month. 

The congressman said, however, that he 
would confer again with Clarke Foreman, 


head of the Public Works Administration 
power division, on the possibility of eventual- 
ly obtaining at least part of the money neces- 
sary to construct the dam needed for the proj- 
ect 


Disney said he planned to return after the 
President arrives to plead again for release 
of at least $4,000,000, sufficient to assure fi- 
nancing of at least one year’s work on the 
project. 
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Tennessee 


Utility Attacks City Pact 


T= Memphis Power & Light Company 
on October 15th formerly protested 
against the proposed contract between the city 
of Memphis and the Tennessee Valley Au- 
thority. The company charged that the city 
cannot support a “duplicate” electric distribut- 
ing system, that the city’s survey as to its 
distribution needs was “inadequate and in- 
sufficient,” and that the duplication in systems 
would inevitably result in surcharges upon 
TVA resale rates for electric service to the 
city of Memphis or its citizens. 

Under terms of the contract approved by 


the city utility commission, and already tenta- 
tively approved by the mayor, the city would 
be furnished TVA power for resale at stand- 
ard TVA rates. 

Incidentally, the state PWA director of 
Tennessee was quoted by Tennessee newspa- 
pers as saying that there were no PWA funds 
available to Tennessee to satisfy the request 
of either the city of Memphis or the city of 
Chattanooga for loan grants to construct mu- 
nicipal electric systems. The city of Chat- 
tanooga had applied for a $6,000,000 loan 
grant, while the city of Memphis has been au- 
thorized by its voters to make a $10,000,000 
bond issue for the same purpose. 


Texas 


Modest Start on Brazos Project 


fo yeory of only $100,000 has been ap- 
proved for the Brazos river flood con- 
trol project in Texas as against $30,500,000 
asked for in the application, it was learned 
last month at the Works Progress Adminis- 
tration. The amount approved was said to 
be for beginning work. In addition, H. P. 
Drought of San Antonio, state WPA admin- 
istrator, was authorized to apply any addi- 
tional amount needed to the Brazos project 
from WPA funds allotted to the state. He 
has general authority to select projects from 


the list approved by President Roosevelt. 

No announcement of the $100,000 allotment 
has been made by the WPA Washington of- 
fice, and it was indicated none would be made. 
No explanation was offered. 

President Roosevelt’s approval of the 
Brazos project was announced September 26th 
by Senator Morris Sheppard of Texas, who 
remained in Washington a month after Con- 
gress adjourned to secure its approval. Be- 
cause the WPA application asked for $30,500,- 
000, it was assumed, inco y so, that when 
it was approved by the President it was ap- 
proved for the full amount asked. 


Virginia 


City Plant Finally Wins 


LTHOUGH it had twice turned down on pre- 
vious elections proposed bond issues to 
build its own power plant for generation of 
electricity to supply its existing distribution 
system, the city of Danville, by a majority 
vote of 423, last month authorized a bond is- 
sue of $1,513,000 for the construction of a 
hydroelectric plant at the Pinnacles of the 


Dan river in Patrick county. The election 
ended spirited campaigns by those favoring 
and opposing construction of the plant. 

At a previous election the Federal govern- 
ment had only offered an outright grant of 
30 per cent of the cost of the project. The 
election was won, however, on a more liberal 
proposition under which the Federal govern- 
ment will put up $1,237,909, making a total 
of $2,750,909 for the entire project. 


y 
West Virginia 


Utility Report Prepared 


S. Senator Rush D. Holt, Democrat 

e of Weston, W. Va., stated recently that 

his report on an investigation of public utili- 

ties in that state will be presented to the next 
session of the West Virginia legislature. 

Holt, returning to the capital from Flint, 

Mich., where he addressed a young Democrat 


convention, said the report had not been sub- 
mitted because “the state administration pro- 
hibited the spending of any money to complete 
the report.” 

Governor H. G. Kump of West Virginia 
recently referred in a statement to the utili- 
ties investigation and said as far as he knew 
no report had been made and termed it “a 
flash in the pan.” 
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Power Pool Must Not Increase Service Costs 


HE Conowingo Power Company of 

Maryland obtains its energy from 
a power pool. The natural source of 
supply is the great hydroelectric plant 
of the Susquehanna Power Company at 
Conowingo, which is intercorporately 
related. The commission, in approving 
plans for the power plant in 1926, de- 
clared that there would be no reason 
for sending any of the current out of 
Maryland prior to distribution to Mary- 
land customers, except for the conven- 
ience of the company itself, and that the 
commission would not permit Maryland 
customers to be burdened because of 
any transmission of current out of the 
state and bringing it back again. 

The commission recently in fixing 
rates for the Conowingo Power Com- 
pany declared that it became necessary, 
in order to determine the extent of the 
burden, if any, imposed upon rates to 
customers of the Conowingo Power 
Company by operation of the interstate 
power pool, to find what the cost of 
power to the Conowingo Company 
would be if its own transmission facili- 
ties were so extended as to make inter- 


state transmission unnecessary. Such a 
determination was made. 

The commission also ruled that if 
there is to be a power pool, the total 
cost of that pool should be apportioned 
between companies in the ratio of the 
kilowatt hours supplied to each. The 
division of certain costs of the power 
pool on the basis of the estimated peak 
demand of each company was criticized. 

Concerning rural electric rates, the 
commission believed that there is no 
sound reason why the demand element 
should enter into rates for the average 
farm, domestic, and small commercial 
users of current whose demand would 
not exceed ten kilowatt hours, although 
there were said to be excellent reasons 
why large power consumers in industry 
should be billed on two-part rates. 

The commission directed the company 
to submit for approval a clear-cut plan 
for financing extensions, prorating the 
costs to those to be served upon the 
basis of the length of line used by each, 
and a form of contract definitely limited 
as to time. Re Conowingo Power Co. 
(Case No. 3659). 


e 


Pennsylvania Water Rate Decision Again 
Reviewed by Court 


HE rate case of the Scranton- 
Spring Brook Water Service Com- 
pany, which was decided by the Penn- 
sylvania commission, carried into the 
superior court, and returned to the com- 
mission on the ground that findings were 
defective, has again after a new com- 
mission decision been sent back by the 
superior court. 
Rulings were made by the court on 
such questions as unit costs, land valua- 
tion, overhead costs, going value, and 


depreciation. In the absence of any evi- 
dence as to an actual or historical lag 
in the building up of business the cal- 
culations of the company’s engineers 
based wholly on a theoretical lag were 
held insufficient to support an allowance 
for going concern value. 

The allowance of rate case expenses 
as part of operating expense, where, as 
in the present case, higher rates are filed 
by a public utility, was distinguished 
from cases in which a public utility re- 
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sists ordinance rates found to be insuffi- 
cient. The court said: 

The difference between expenses incurred 
in defending against an insufficient and un- 
just schedule rate attempted to be put into 
effect by municipal action against a public 
service company and those incurred in an 
attempt to establish an excessive and un- 
reasonable rate schedule upon the public is 
easily seen. In the former, the public may 
properly be required to bear the expense 
incident to the company’s defense; in the 
latter, there is no reason why the litigation 
expenses caused by its own unjust and un- 
reasonable action should be saddled upon 
the public. 


The relation between related compa- 
nies was held to warrant the commission 
in giving close scrutiny to and requiring 
adequate proof of the benefit or advan- 
tage accruing to the utility and in turn 
to the public by a management contract. 
The commission had found such proof 
wholly lacking. 

The court did not assume to fix any 
definite rate of return as reasonable in 
all cases, but held that the action of the 
commission in allowing 6 per cent re- 
turn for recent years and 7 per cent 
for earlier years was justified. A water 
company well established in business 
was said to be as free from hazards and 
uncertainties of return as any public 
service corporation can be. 


The commission, in fixing rates for 
three separate periods, had not consid- 
ered it necessary to duplicate or tripli- 
cate the work and expense of determin- 
ing costs but applied price trends. This 
was held proper since the commission 
did not make the error involved in the 
case of West v. Chesapeake & Potomac 
Teleph. Co. (U. S. Sup. Ct.) 8 P.ULR. 
(N.S.) 433, by failing to restrict its 
trends to the labor and materials enter- 
ing into the plant to be valued and 
instead taking general price trends cov- 
ering commodities that had no relation 
to the system. 

Concerning an objection as to cost 
of trench digging by machine, the court 
pointed out that although underground 
interference of gas, electric, and sewage 
structures did not exist when the water 
system was constructed, on the other 
hand trench-digging machines were not 
in use at that time. It was said that 
modern inventions could not be applied 
apart from modern conditions to the 
reproducion of the plant. If the plant 
were to be reproduced now with mod- 
ern appliances it must be subject to 
present conditions. Scranton-Spring 
Brook Water Service Co. v. Public 
— Commission (Nos. 32, 432, 433, 

44). 


e 


Users of Auxiliary and Breakdown Service Protected 
against Sudden Change 


‘ta New York commission has de- 
cided that proposals by electric 
companies to change rates, rules, and 
regulations in respect to the furnishing 
of current for breakdown and auxiliary 
purposes should be suspended and hear- 
ings continued in order to determine 
fair and reasonable rates, rules, and 
regulations regarding breakdown serv- 
ice and whether it should be combined 
with auxiliary service in the manner 
proposed by the companies. 

The effect of the new rates upon com- 
pany revenues would be negligible, but 
the effect upon any one consumer might 
be considerable. In order to adjust 


their operation to the new schedules 
time must be allowed in which to make 
changes and to adjust plants and their 
operation to the new schedules. 
Complainants insisted that the rates 
had been voluntarily established by the 
companies over twenty-five years ago 
and customers had been invited and in- 
duced to take service on the basis of 
those rates. They asserted that under 
these rates and regulations they had 
built private plants and had restricted 
the size of such plants. In view of 
these facts they demanded a sufficient 
opportunity to adapt themselves to the 
new rates in case they should be found 
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just and reasonable. Chairman Maltbie 
said: 


While, of course, no customer of a public 
utility has a right to the continuation of 
any particular form of contract or any par- 
ticular rate or facility offered by a public 
service corporation, and while the relation- 
ship which exists between such corporation 
and its customers is not that of contract as 
the term is currently understood, there is 
ground for the claim that any marked and 
unusual changes in forms of contract, rates, 
regulations, etc., to the disadvantage of the 
consumer, particularly when he has been 


e 


Change in Conjunctional Billing Practice 


HE practice of conjunctional billing 

for electric service to premises un- 
der common ownership or leaseholds 
has been in effect in New York city for 
many years. Recently certain changes 
were proposed which would restrict the 
amount of electric energy that could be 
purchased, with a resulting increase in 
the amount charged for service to cer- 
tain customers under certain conditions. 
Complaints were made to the commis- 
sion. 

The commission decided that consum- 
ers were entitled to a reasonable time to 
determine what adjustments they might 
need to make, if any, in the service 
which they took from the central station 
company and, therefore, the change 
should not be made on short notice. 
The company had allowed sixty days but 
this period was considered by the com- 
mission to be too short, particularly as 
it came in the midst of the summer. 
One complainant asked that the changes 
be not made effective for a year. This 
seemed too long a period and three 
months additional time was given, mak- 
ing a total of five months. 

The complainant objected that cus- 
tomers might be put to loss because 
they had entered into contracts with 
their tenants for lower rates than they 
could give without loss after the new 
conjunctional billing rider became effec- 
tive. The commission pointed out that 
the relationship between a public service 


invited to take a certain class of service 
and conditions have remained in effect for 
over twenty-five years, changes should be 
made only after due notice and after such 
investigation as will amply determine their 
reasonableness. This is particularly true 
in a period when rates generally are = 
reduced and when there is no clear 

apparent justification for increased reve- 
nues because of increased costs of service 
-_ as took place during the World 

ar. 


Re New York Edison Co. Inc. et al. 
(Case No. 8622). 


corporation and its customers is not one 
of contract and a public utility may de- 
crease or increase its rates subject to 
provisions of law and such rates become 
effective after reasonable notice regard- 
less of terms of so-called contracts, but, 
the commission continued : 


The relationship between a landlord and 
tenant is not in the same class. These con- 
tracts are not subject to our supervision 
or control and the commission has nothing 
to say regarding any of such contracts or 
what they shall contain. Their provisions 
and the results which flow therefrom can- 
not, therefore, be considered by the com- 
mission in determining the rates which will 
be charged to corporations under our juris- 
diction. 

The point was also made that, under 
certain rate schedules to which the con- 
junctional billing rider may apply, a cus- 
tomer was charged during the early part 
of a yearly period a higher rate per kilo- 
watt hour for electric energy than dur- 
ing the latter part of the period. The 
result was that if any such customer 
terminated a contract before the end of 
the yearly period, he was disadvantage- 
ously affected and was required to pay 
a rate higher than the average for the 
entire period. This form of rate did 
not seem to the commission to be just 
and reasonable. The commission de- 
termined that the company should be 
required to make a settlement on a pro- 
portional basis. Re New York Edi- 
son Co. Inc. (Case No. 8623). 
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Electric Meters Located Outside of Buildings 


AS by an electric customer 
against the location of a meter on 
the outside of her residence was dis- 
missed by the Missouri commission. 
The complainant did not appear before 
the commission, but the commission 
considered the facts and found that the 
company had not acted unreasonably or 
arbitrarily. 

Investigations at the customer’s prem- 
ises showed that current was being used 
in the building without passing through 
the meter. The company thereupon or- 
dered the removal of the meter from 
the basement to the outside of the house. 
This was said to be in accordance with 
a new policy adopted by the company 


of gradually changing all meters to the 
outside of buildings. 

Reasons given for locating meters on 
the outside were that meter readers 
could read them without having to gain 
entrance to the customer’s home, meter 
testers could carry on their work like- 
wise, and the company had been expe- 
riencing a large amount of loss in cur- 
rent because of diversion by many of 
the customers. Changes were being 
made without charge to the customer 
and the offer was extended to change 
the location of the meter to any point 
on the outside of the building that the 
customer might designate. Rose v. Mis- 
sourt Pub. Service Co. (Case No. 9039). 


7 


Original Obligation for Loan from Parent Company 
Not Assumption of Indebtedness 


g e-- decision by the Pennsylvania 


commission [7 P.U.R.(N.S.) 122] 
that a statute prohibiting the assumption 
of any obligation or liability, whether 
as guarantor, endorser, or otherwise, by 
a public service company in a transac- 
tion with a holding company makes it 
necessary to secure commission author- 
ization before a telephone company bor- 
rows from its parent and thereby as- 
sumes an obligation to repay, has been 
reversed by the Pennsylvania superior 
court. 

The effect of this decision is that 
while the Pennsylvania statute regulat- 
ing “upstream” loans by public utility 
_ companies to holding companies re- 
quires commission approval of such 
loans, the approval of the commission 
is not required for “downstream” loans 
by holding companies to subsidiaries. 

The court discussed the meaning of 
the word “assumption,” stating: 


The obligation or liability to be assumed 
necessarily implies that there was a liability 
or obligation of the holding company which 
was to be assumed by the public service 
company. If there was no obligation or 
liability of the holding company there was 


no assumption of an obligation or liability 
by the public service company, but solely 
its own original obligation for which 
moneys in full had been received. In dis- 
tinguishing between transactions involving 
direct or original liabilities and those of a 
secondary character, undoubtedly the legis- 
lature understood that direct or original 
obligations are based upon a valuable con- 
sideration being received by the public 
service company; but in transactions of a 
secondary character the valuable considera- 
tion would be received by the holding com- 
pany, which was the mischief or evil which 
was sought to be prevented. 


The court declared that in thus con- 
cluding that the notes given by the op- 
erating company were not an “assump- 
tion” of an obligation or liability it was 
not defeating the purpose of the section, 
since the evil or mischief which the 
legislature intended to prevent was the 
depletion of the resources of the public 
service company by the holding com- 
pany, either by the loan of its money 
to the holding company or by the taking 
upon itself of liabilities or obligations 
of the holding company or by the sale, 
loan, exchange, etc., of its securities to 
the holding company. 

Notes given to the holding company 


668 





THE LATEST UTILITY RULINGS 


for the amounts loaned were outside of 
the general statutory requirements as 
to commission approval of securities be- 
cause they had been issued by the sub- 


sidiary company for a period less than 
twelve months. Bell Telephone Co. of 
Pennsylvania v. Public Service Com- 
mission. 


e 


Commission Jurisdiction Limited with Respect 
to Water Rights 


He California commission held that 
it was without power to make a 
determination of water rights claimed 
by various parties. It was said that its 
function is to regulate that water serv- 
ice which is public utility in character 
and, incidental to that function, to deter- 
mine when necessary the extent of dedi- 
cation of water to public use. 

A district and a public utility had en- 
tered into a contract approved by the 
commission for delivery of a certain 
amount of water. There was no limita- 
tion in the contract as to the source 
of supply, and the contract was clear 
upon its face. The commission held 
that the amount to which the district 
was entitled under such agreement and 
any question of damages or reparations 


e 


for its breach or nonperformance lay in 
the courts. 

Concerning a question of discrimina- 
tion, the commission ruled that contracts 
entered into after dedication of waters 
involved to public use cannot grant to 
any consumers a preferential right. 

The commission held further that an 
electric utility had the right to protect 
its own vested interests in water rights 
and that the commission was without 
power to order a dedication of such 
waters or any part thereof to any speci- 
fied use or at any particular point of 
delivery without full consent of the 
owner of such rights. Berkeley Olive 
Asso. v. California Water Service Co. 
et al. (Decision No. 28162, Case No. 
3292, Application No. 13429). 


Uniform Rates Prescribed for Motor Carriers 


i pv Colorado commission prescribed 
a uniform classification and a uni- 
form scale of rates for all common and 
private motor carriers in the state. The 
state was divided into two territories— 
a plains territory and a mountain terri- 
tory. 

The Western Classification used by 
railroads in the state was prescribed for 
the motor carriers with certain excep- 
tions. The rates were to include pick- 
up and delivery service. It was con- 


cluded that the commission must give 
consideration not only to the revenue 
needs of the motor vehicle carriers but 
also their need of additional traffic, as 
well as the interests of the shipping pub- 
lic, taking into consideration competi- 
tion between carriers and competitic i 
with the railroad lines. Re Freignt 
Rates & Classification of Freight of 
Common & Private Motor Vehicle Car- 
riers (Case No. 1585, Decision No. 
6656). 


e 


Moving Charges for Motor Carriers Established 


Te Michigan commission estab- 
lished schedules of rates for com- 
mon carriers engaged in moving house- 


hold goods, office furniture, and store 
fixtures. Uniform rates for large and 
small operators and for different parts 
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